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at-risk youth, promoting economic develop-
ment,  police patrol, fire fighting, street cleaning,
and business inspection.

HHooww  tthhee  MMoonneeyy  iiss  AAllllooccaatteedd
To facilitate policy decisions concerning expendi-
tures and to provide summary information for
reporting expenditures, the District's budget is
developed, presented, and executed along several
lines.  These include fund types, appropriation
titles, agencies, programs, and expense categories.

The FY 2007 proposed gross funds budget of
$ 7.503 billion is $114 million above the FY
2006 approved budget of $7.389 billion, not
including Intra-District funding or Enterprise
Fund agencies.  For purposes of appropriating
the District's budget, agency budgets are grouped
by function, such as public safety or public edu-
cation.  Table 1-1 and Chart 3-1 show the FY
2007 proposed gross funds expenditures budget
by appropriation title and fund type.

The proposed Local funds budget for FY
2007 is $4.951 billion, $7 million or 0.1 percent
less than the FY 2006 approved budget of
$4.958 billion.  As shown in Table 1-3, the
Mayor's FY 2007 proposed budget includes
$115 million in one-time expenditures. Table 1-
2 also shows the FY 2006 proposed Local funds
expenditures budget by appropriation title. The
proposed local funds budget represents 66 per-
cent of the proposed gross funds budget.  Public
Education and Human Support Services account

The Mayor's FY 2007 Proposed Budget and
Financial Plan serves as a communication tool
for policy priorities, agency operations, program
and organizational structures, and performance
measures.  More importantly, the budget is a
financial plan that shows sources of revenue and
how money is spent. It forecasts economic and
financial conditions, current and planned long-
term debt financing, policy decisions, and other
important financial information to operate the
District's government.  These elements are essen-
tial for accurate and sound management of pub-
lic resources.  

This chapter provides a high level overview
of the District's operating expenditures as part of
the FY 2007 Proposed Budget and Financial
Plan. Specifically, the chapter highlights: 
■ Operating fund expenditures, including a

comparison from the FY 2006 approved
budget to the FY 2007 proposed budget, as
well as a summary of major changes in
expenditures in each appropriation title; and

■ A discussion of fixed costs as a major cost
driver.

IInnttrroodduuccttiioonn
The District government provides services typi-
cally delivered by states, counties, cities, and spe-
cial taxing districts.  The budget funds services as
diverse as affordable multi-family housing devel-
opment, educating children, providing health
care for our most needy populations, protecting
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for 52 percent of the local funds budget.  This
means that one half of every dollar generated
from local sources supports these two areas. 

PPrrooppoosseedd  LLooccaall  FFuunnddss  EExxppeennddiittuurree
BBuuddggeett  bbyy  AApppprroopprriiaattiioonn  TTiittllee

GGoovveerrnnmmeennttaall  DDiirreeccttiioonn  aanndd  SSuuppppoorrtt
The FY 2007 proposed budget for the
Governmental Direction and Support appropri-
ation title is $325,898,260, an increase of
$29,265,937 or 9.9 percent over the FY 2006
approved budget of $296,632,323.  This appro-
priation title accounts for 6.6 percent of the total

local funds proposed budget.  Major agencies
contributing to the increase in this appropriation
title are:

■ Office of the Attorney General. The pro-
posed budget is $51,549,114, an increase of
$10,744,023 or 26.3 percent over the FY
2006 approved budget of $40,805,091.
Major changes include: 
- $6,701,931 and 61 FTEs to reflect the

transfer-in of subordinate agency attor-
ney and support staff employees in legal
services from various District agencies
pursuant to the Legal Services
Amendment Act; and

Private Grant 
Fund
0.1%

Federal 
Payments

0.5%

Federal Grants 
(including 
Medicaid)

26.6%

Special Purpose 
Revenue

6.9%

Local Funds
66.0%

FY 2005 Actual FY 2006 Approved FY 2007 Proposed Change Percent Change

Governmental Direction and Support 695,768            512,834                538,238                   25,404        5.0%

Economic Development and Regulation 296,501            449,668                473,266                   23,598        5.2%

Public Safety and Justice 846,284            838,097                948,374                   110,277      13.2%

Public Education System 1,329,653         1,454,904             1,450,996                (3,908)         -0.3%

Human Support Services 2,671,187         2,717,732             2,911,166                193,434      7.1%

Public Works 364,554            375,466                427,498                   52,032        13.9%

Financing and Other 513,444            1,040,040             753,174                   (286,866)     -27.6%

Total 6,717,391         7,388,741             7,502,711                113,970      1.5%

Table 1-1
Gross Funds Proposed Expenditure Budget, by Appropriation Title
(Dollars in thousands)

Chart 3-2
Local Funds Budget by Appropriation Title, $4.950 Billion
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- $3,299,443 in personal services for the
4.0 percent nonunion pay raise, legal
services pay raise, and fringe benefits
increases.

■ Office of the Chief Financial Officer. The
proposed budget is $118,730,493, an
increase of $13,661,173 or 13.0 percent over
the FY 2006 approved budget of
$105,069,320.  Major changes include:
- An increase of $11,155,000 associated

with revenue initiatives identified by the
Office of Tax and Revenue associated
with Clean Hands, Homestead Audits,
Vacant Property, and Tax Fraud
Detection; and

- An increase of $2,389,720 for Operating
costs of capital associated with the
Integrated Tax System (ITS) and
Administrative Services Modernization
Program (ASMP).

■ Office of the Chief Technology Officer.
The proposed budget is $38,023,967, a
decrease of $1,398,069 or 3.5 percent over-
the FY 2006 approved budget of
$39,422,036.  Major changes include:
- A decrease of $902,731 for Expired infor-

mation technology contracts that were
not renewed in contractual services in the
Enterprise Systems.  

■ Office of Property Management. The pro-
posed budget is $19,958,568, an increase of
$4,032,689 or 25.3 percent over the FY
2006 approved budget of $15,925,879.
Major changes include:

- An increase of $3,000,408 in fixed costs
for occupancy and security services.  The
occupancy cost is $4.00 per square foot
charged to District agencies leasing
District-owned facilities.  

EEccoonnoommiicc  DDeevveellooppmmeenntt  aanndd  RReegguullaattiioonn
The FY 2007 proposed budget for the Economic
Development and Regulation appropriation title
is $105,320,267, an increase of $491,178 or 0.5
percent over the FY 2006 approved budget of
$104,829,090.  This appropriation title accounts
for 2.1 percent of the total local funds proposed
budget.  Major agencies contributing to the
increase in this appropriation title are:
■ Office of the Deputy Mayor for Planning

and Economic Development. The proposed
budget is $12,745,372, an increase of
$4,063,911 or 46.8 percent over the FY
2006 approved budget of $8,681,461.
Major changes include:
- $2,500,000 for the Barrack's Row

Theater Acquisition in the DMPED pro-
gram;

- $1,600,000 for the Washington
Convention Center and Tourism;

- $1,000,000 for the Baseball Academy in
the DMPED program;

- $600,000 for Cultural Tourism D.C. ; 
- $500,000 for the Hoop Dreams

Scholarship Fund;
- $500,000 for the Brewmaster Castle; and
- $200,000 for the Greater Washington

Sports Alliance. 
■ Department of Employment Services.  The

proposed budget is $37,268,110, an increase

Local Funds Proposed Expenditure Budget, by Appropriation Title

FY 2006 
Approved 

Budget

FY 2006 
Revised 
Budget

FY 2007 
Proposed 

Budget
Gov't Direction and Support 296,632          297,632        325,898         29,266              9.9% 28,266          9.5%
Econ. Devel. and Regulation 104,829          111,729        105,320         491                   0.5% (6,409)           -5.7%
Public Safety and Justice 769,785          769,785        870,684         100,899            13.1% 100,899        13.1%
Public Education System 1,177,599       1,177,599     1,204,185      26,586              2.3% 26,586          2.3%
Human Support Services 1,276,326       1,289,426     1,361,511      85,185              6.7% 72,085          5.6%
Public Works 316,374          316,374        353,493         37,119              11.7% 37,119          11.7%
Financing and Other 1,016,216       1,016,216     729,669         (286,548)           -28.2% (286,548)       -28.2%
Total 4,957,761       4,978,761     4,950,760      (7,001)               -0.1% (28,001)         -0.6%

Change from FY 2006 
Approved to FY 2007 

Proposed Budget            
Dollars           Percent

Change from FY 2006 
Revised to FY 2007 
Proposed Budget          

Dollars            Percent

Table 1-2
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of $2,059,734 or 5.9 percent over the FY
2006 approved budget of $35,208,376.
Major changes include:
- $1,825,372 for training providers for the

Out-of-School/Way-to-Work program and
the Summer Youth Employment program; 

- $1,323,324 for participant stipends for
the Out-of-School program and subsi-
dized employment for the Summer
Youth program; and

- $1,265,998 in additional funding for the
Summer Youth Employment and
Transitional Employment programs.

PPuubblliicc  SSaaffeettyy  aanndd  JJuussttiiccee
The FY 2007 proposed budget for the Public
Safety and Justice appropriation title is
$870,684,381, an increase of $100,899,347
or 13.1 percent over the FY 2006 approved
budget of $769,785,034.  This appropriation
title accounts for 17.6 percent of the total
local funds proposed budget.  Major agencies
contributing to the increase in this appropri-
ation title are:

■ Metropolitan Police Department. The pro-
posed budget is $420,305,607, an increase of
$66,531,749 or 18.8 percent over the FY
2006 approved budget of $353,773,858.
Major changes include:
- $54,790,250 is due to the impact of the

FY 2005 retroactive collective bargaining
agreement for officers;

- $4,172,278 is associated with replace-
ment funding for 81 officers currently on
the COPS grant;

- $4,030,057 is for projected overtime; and 
- $3,900,000 is for the DC Public Schools

security contract.
■ Fire and Emergency Medical Services. The

proposed budget is $164,910,303, an
increase of $9,021,614, or 5.8 percent over
the FY 2006 approved budget of
$155,888,689.  Major changes include:
- $5,675,647 is primarily for pay raises

associated with collective bargaining
agreements and $1,354,844 for corre-
sponding fringe benefits and additional gross
pay; and

- $2,269,772 is associated with increased fixed
costs in various commodities.

■ Department of Corrections. The proposed
budget is $112,333,388, an increase of
$7,337,592 or 7.0 percent over the FY 2006
approved local budget of $104,995,796.
Major changes include:
- $5,570,019 for contract increases associ-

ated with bed space, halfway housing,
information technology support, and
software license renewal and hardware
maintenance; and

- $1,044,198 for pay raises, step increases,
and fringe benefits costs.

■ Police Officers’ and Firefighters' Retirement
System. The proposed budget is
$140,100,000, an increase of $22,600,000
or 19.2 percent over the FY 2006 budget of
$117,500,000.  The increase is due to new
contracts for both police and firefighters that
led to the implementation of wage increases
for several years.

■ D.C. Emergency Management Agency.
The proposed budget is $4,836,824, an
increase of $1,215,513 or 33.6 percent over
the FY 2006 approved local budget of
$3,621,311.  Major changes include:
- $1,106,472 for fixed costs for DCEMA

facilities at the new Unified
Communications Center at 2720 Martin
Luther King Drive.

■ Office of Unified Communications. The
proposed budget is $5,048,329, a net
decrease of $7,598,382 or 60.1 percent from
the FY 2006 approved local budget of
$12,646,711.  The net decrease consists of:
- A redirection of $15,000,000 in personal

and nonpersonal services costs from local
funds to Special Purpose Revenue funds; 

- An increase of $4,499,530 associated
with revised fixed costs estimates; and

- An increase of $3,065,490 in additional per-
sonal services costs for reclassified positions,
12-hour shift costs in the Emergency/Non-
Emergency Operations program, and
approved pay/step increases.

PPuubblliicc  EEdduuccaattiioonn
The FY 2007 proposed budget for the Public
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Education System appropriation title is
$1,204,184,794, an increase of $26,586,022 or
2.3 percent over the FY 2006 approved budget of
$1,177,598,772.  This appropriation titles
accounts for 24.3 percent of the total local funds
proposed budget.  Major agencies contributing
to the increase in this appropriation title are:

■ District of Columbia Public Schools.  The
proposed budget is $810,655,971 million,
an increase of $16,410,971 or 2.1 percent
over the FY 2006 approved budget of
$794,245,000 to educate approximately
58,000 students within the District of
Columbia Public Schools (DCPS).  The FY
2007 budget is aligned with the DCPS
Superintendent's core budget request of
$810, and includes an additional $25 million
to support the District's State Education
Office's recommendation to increase the
Uniform per Student Foundation funding
formula to a minimum of $8,002 per stu-
dent for both DCPS and public charter
schools.

■ Public Charter Schools. The proposed bud-
get is $264,865,572, an increase of
$25,581,411 or 10.7 percent over the FY
2006 approved budget of $239,284,161, to
educate approximately 19,345 students
enrolled in public charter schools.

HHuummaann  SSuuppppoorrtt  SSeerrvviicceess
The FY 2007 proposed budget for the Human
Support Services appropriation title is
$1,361,510,890, an increase of $85,184,894 or
6.7 percent over the FY 2006 approved budget of
$1,276,325,997.  This appropriation title
accounts for 27.5 percent of the total local funds
proposed budget.  Major agencies contributing
to the increase in this appropriation title are:
■ Department of Health.  The proposed bud-

get is $585,570,842, an increase of
$36,615,517 or 6.7 percent over the FY
2006 approved budget of $548,955,325.
The increase consists primarily of:
- $9,804,818 across various activities in the

Medical Assistance Administration for a
projected 2.3 percent increase for
Medicaid provider payments;

  

FY
 2

00
6 

A
pp

ro
ve

d 
B

ud
ge

t1  

FY
 2

00
6 

B
ud

ge
t 

A
dj

us
tm

en
ts

 
fo

r H
um

an
 

S
er

vi
ce

s 
N

ee
ds

2  

FY
 2

00
6 

R
ev

is
ed

 
B

ud
ge

t 

Le
ss

:  
   

   
   

FY
 2

00
6 

A
pp

ro
ve

d 
O

ne
-

Ti
m

e 
E

xp
en

di
tu

re
s 

FY
 2

00
6 

R
ev

is
ed

 
B

ud
ge

t L
es

s 
O

ne
-T

im
e 

E
xp

en
di

tu
re

s 

FY
 2

00
7 

B
as

el
in

e 
B

ud
ge

t 

FY
 2

00
7 

M
ay

or
's

 C
ut

s 
an

d 
R

ea
llo

ca
tio

ns
 

FY
 2

00
7 

M
ay

or
's

 
E

nh
an

ce
m

en
ts

 

FY
 2

00
7 

O
ne

-
Ti

m
e 

E
xp

en
di

tu
re

s 

FY
 2

00
7 

P
ro

po
se

d 
B

ud
ge

t 

G
ov

't 
D

ire
ct

io
n 

an
d 

S
up

po
rt 

   
   

   
   

29
6,

63
2 

 
   

   
   

   
  

1,
00

0 
 

   
   

   
 

29
7,

63
2 

 
   

   
   

   
   

 
(2

,6
63

) 
   

   
   

  
29

4,
96

9 
 

   
32

6,
00

4 
 

   
   

   
  

(1
3,

96
1)

 
   

   
   

   
  

13
,0

55
  

   
   

   
   

   
   

  
80

0 
 

   
   

 
32

5,
89

8 
 

E
co

n.
 D

ev
el

. a
nd

 R
eg

ul
at

io
n 

   
   

   
   

10
4,

82
9 

 
   

   
   

   
  

6,
90

0 
 

   
   

   
 

11
1,

72
9 

 
   

   
   

   
  

(1
3,

52
5)

 
   

   
   

   
 

98
,2

04
  

   
10

2,
02

5 
 

   
   

   
  

(1
5,

85
5)

 
   

   
   

   
   

 
3,

70
0 

 
   

   
   

   
   

15
,4

50
  

   
   

 
10

5,
32

0 
 

P
ub

lic
 S

af
et

y 
an

d 
Ju

st
ic

e 
   

   
   

   
76

9,
78

5 
 

   
   

   
   

   
   

   
 

-  
   

   
   

 
76

9,
78

5 
 

   
   

   
   

   
   

 
(2

00
) 

   
   

   
  

76
9,

58
5 

 
   

89
2,

26
0 

 
   

   
   

  
(2

6,
53

0)
 

   
   

   
   

   
 

4,
95

4 
 

   
   

   
   

   
   

   
   

 
-  

   
   

 
87

0,
68

4 
 

P
ub

lic
 E

du
ca

tio
n 

S
ys

te
m

 
   

   
   

1,
17

7,
59

9 
 

   
   

   
   

   
   

   
 

-  
   

   
 

1,
17

7,
59

9 
 

   
   

   
   

  
(2

6,
94

6)
 

   
   

  
1,

15
0,

65
3 

 
   

1,
18

2,
28

5 
 

   
   

   
  

(2
5,

24
0)

 
   

   
   

   
  

37
,0

10
  

   
   

   
   

   
10

,1
30

  
   

 
1,

20
4,

18
4 

 

H
um

an
 S

up
po

rt 
S

er
vi

ce
s 

   
   

   
1,

27
6,

32
6 

 
   

   
   

   
13

,1
00

  
   

   
 

1,
28

9,
42

6 
 

   
   

   
   

   
 

(8
,2

86
) 

   
   

  
1,

28
1,

14
0 

 
   

1,
40

6,
50

6 
 

   
   

   
  

(5
2,

55
5)

 
   

   
   

   
   

 
2,

83
5 

 
   

   
   

   
   

  
4,

72
5 

 
   

 
1,

36
1,

51
1 

 

P
ub

lic
 W

or
ks

 
   

   
   

   
31

6,
37

4 
 

   
   

   
   

   
   

   
 

-  
   

   
   

 
31

6,
37

4 
 

   
   

   
   

   
   

   
   

 
-  

   
   

   
  

31
6,

37
4 

 
   

34
6,

46
4 

 
   

   
   

   
  

5,
06

8 
 

   
   

   
   

   
 

1,
86

0 
 

   
   

   
   

   
   

  
10

0 
 

   
   

 
35

3,
49

3 
 

Fi
na

nc
in

g 
an

d 
O

th
er

 
   

   
   

1,
01

6,
21

6 
 

   
   

   
   

   
   

   
 

-  
   

   
 

1,
01

6,
21

6 
 

   
   

   
   

(3
89

,6
23

) 
   

   
   

  
62

6,
59

3 
 

   
69

5,
38

8 
 

   
   

   
  

(7
6,

13
5)

 
   

   
   

   
  

26
,6

28
  

   
   

   
   

   
83

,7
87

  
   

   
 

72
9,

66
9 

 

To
ta

l 
   

   
   

4,
95

7,
76

1 
 

   
   

   
   

21
,0

00
  

   
   

 
4,

97
8,

76
1 

 
   

   
   

   
(4

41
,2

43
) 

   
   

  
4,

53
7,

51
7 

 
   

   
 

4,
95

0,
93

4 
 

   
   

   
(2

05
,2

09
) 

   
   

   
   

  
90

,0
42

  
   

   
   

   
 

11
4,

99
2 

 
   

 
4,

95
0,

75
9 

 
 1 

In
cl

ud
es

 t
he

 C
ou

nc
il 

ad
op

te
d 

bu
dg

et
 o

f 
$4

,9
49

,4
71

 a
dj

us
te

d 
fo

r 
ad

di
tio

na
l C

on
gr

es
si

on
al

 a
pp

ro
-

pr
ia

tio
ns

 t
ot

al
in

g 
$8

,2
90

2 
P

ur
su

an
t 

to
 T

itl
e 

I, 
S

ub
tit

le
 D

, 
S

ec
tio

n 
10

16
 o

f 
th

e 
F

Y
 2

00
6 

B
ud

ge
t 

S
up

po
rt

 A
ct

 o
f 

20
05

Ta
b

le
 1

-3
:

L
o

ca
l F

u
n

d
s 

P
ro

p
o

se
d

 E
xp

en
d

it
u

re
 B

u
d

g
et

,b
y 

A
p

p
ro

p
ri

at
io

n
 T

it
le

s
(D

ol
la

rs
 in

 t
ho

us
an

ds
)



FY 2007 Proposed Budget and Financial Plan

1-6

- $9,682,101 in the Medical Assistance
Administration program, which includes
$8,229,786 in the Disabilities and Aging
activity and $1,452,315 in the Children
and Families activity  to fund increases in
utilization of Medicaid services for inpa-
tient, outpatient, residential, and
ICF/MR services;

- $6,131,529 in the Disabilities and Aging
activity in the Medical Assistance
Administration program to support
expansion of the Elderly and Physically
Disabled HIV/AIDS Medicaid waiver;

- $5,629,545 in the Disabilities and Aging
activity in the Medical Assistance
Administration for increases in the hourly
rate of payment for Medicaid related ser-
vices of Home Health and Personal Care
Aides;

- $4,830,537 in fixed costs in various com-
modities.  Details of these changes by
commodity are provided in the fixed
costs chapter addendum in the Special
Studies book;

- $4,627,566 in the Managed Care activi-
ty in the Medical Assistance
Administration due to a revision of reim-
bursement rates for the administrative
component of managed care contracts for
children with special needs previously
claimed at 70 percent federal reimburse-
ment but now can only be reimbursed at
50 percent;

- $4,200,000 in the MAA Support
Services activity in the Medical Assistance
Administration to fund an increase in the
local match for Disproportionate Share
Hospital (DSH) payments;

- $2,400,000 in the Adult Treatment
Service activity in the Addiction
Prevention and Recovery Administration
to support the expansion of rehabilitation
services;

- $2,000,000 in the Acute Detox and
Residential Treatment and the Prevention
and Youth Treatment activities in the
Addiction Prevention and Recovery
Administration to support the expansion
of substance abuse treatment and preven-
tion services; and

- $1,415,113 in the Disabilities and Aging
activity in the Medical Assistance
Administration for pharmaceutical infla-
tionary increases.

■ Department of Youth Rehabilitation
Services. The proposed budget is
$66,555,366, an increase of $7,465,138, or
12.6 percent over the FY 2006 approved
budget of $59,090,228.  Major changes
include:
- An increase of $10,442,625 the full-year

costs hiring of Youth Correctional
Officers and support staff to comply with
court-mandated staffing and security
standards.

Public Education 
System
24.3%

Public Safety 
and Justice

17.6%

Econ. Devel. and 
Regulation

2.1%

Gov't Direction 
and Support

6.6%

Financing and 
Other
14.7%

Public Works
7.1%

Human Support 
Services
27.5%

Chart 1-1
Total Gross Funds $7.5 Billion
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■ Child and Family Services. The proposed
budget is $167,214,193, an increase of
$14,371,755 or 9.4 percent over the FY 2006
approved budget of $152,843,159.  Major
changes include:
- $3,700,000 in personal services to fund

staff salaries and benefits at FY 2007 lev-
els in the Child Welfare program; and 

- $2,000,000 for the Grandparents' Act in
the Adoption and Guardianship program.

- $4,000 for federal title IV-E reimburse-
ment.

■ Department of Human Services. The pro-
posed budget is $253,829,391, an increase of
$29,396,489, or 13.1 percent over the FY
2006 approved budget of $224,432,902.
Major changes include:
- A transfer of $3,900,000 from Local

Funds to Special Purpose Funds for the
establishment of a new fund to establish
housing for persons who are currently
homeless or  otherwise in need of assis-
tance; and 

- An increase of $11,591,984 for service
enhancements for clients of the Income
Maintenance, Family Services, Mental
Retardation and Developmental Disabilities

Administration and Rehabilitation Services
programs.

■ Department of Mental Health. The pro-
posed budget is $175,867,148, representing
a net decrease of $3,900,027 or 2.2 percent
from the FY 2006 approved budget of
$179,767,175.  Major changes include:
- An increase of $14,914,093 reflecting a

redirection of funding from contractual
services to subsidies to separate funding
for Mental Health Rehabilitation Services
and Residential Treatment Services;

- An increase of $1,690,664 in personal
services, including salaries and fringe ben-
efits, to align the budget to actual pro-
jected costs for FY 2007;

- A decrease of $2,535,000 for one-time
funding provided in FY 2006; and

- A decrease of $16,097,713 reflecting the
reduction and reallocation of funds for
community contract provided services.

PPuubblliicc  WWoorrkkss
The FY 2007 proposed budget for the public
works appropriation title is $353,492,849, an
increase of $37,119,113 or 11.7 percent over the
FY 2006 approved budget of $316,373,736.

Local Funds Proposed Expenditure Budget, by Comptroller Source Group
(dollars in thousands)

FY 2005 Actual 
Budget

FY 2006 Approved 
Budget

FY 2007 Proposed 
Budget Change Percent Change

Continuing Full Time Pay 1,142,899               1,303,451              1,365,435              61,983            4.8%
Regular Pay - Other 152,318                  101,100                 102,419                 1,319              1.3%
Additional Gross Pay 38,389                    36,701                   39,307                   2,605              7.1%
Fringe Benefits 183,742                  211,766                 228,703                 16,936            8.0%
Overtime Pay 55,305                    34,777                   36,837                   2,060              5.9%
Personal Services 1,572,653               1,687,796             1,772,700              84,904            5.0%

Supplies and Materials 36,255                    50,188                   46,481                   (3,708)             -7.4%
Energy 70,734                    60,674                   81,877                   21,204            34.9%
Telephone, Telegraph, Telegram, Etc. 30,512                    29,803                   32,370                   2,567              8.6%
Rentals - Lands and Structures 76,415                    81,672                   87,061                   5,389              6.6%
Janitorial Services 4,496                      5,053                     4,436                     (617)                -12.2%
Security Services 21,289                    21,987                   28,797                   6,810              31.0%
Occupancy Fixed Costs 5,981                      9,752                     11,854                   2,102              21.6%
Other Services and Charges 132,571                  147,238                 146,736                 (502)                -0.3%
Contractual Services - Other 379,037                  355,334                 347,481                 (7,853)             -2.2%
Subsidies and Transfers 1,450,576               2,004,908              1,814,164              (190,743)         -9.5%
Equipment and Equipment Rental 41,371                    47,430                   47,859                   429                 0.9%
Debt Service 385,246                  455,926                 528,944                 73,018            16.0%
Nonpersonal Services 2,634,483               3,269,965             3,178,060              (91,905)          -2.8%

Total 4,207,136               4,957,761              4,950,760              (7,001)             -0.1%
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This appropriation title accounts for 7.1 percent
of the total local funds proposed budget.  Major
agencies contributing to the increase in this
appropriation title are:

■ Washington Metropolitan Area Transit
Authority (WMATA). The FY 2007 pro-
posed budget is $198,487,000, an increase of
$10,854,826 or 5.6 percent over the FY
2006 budget of $187,632,174.  Over the
next three years, the subsidy is projected to
increase at a 5 percent annual rate.  Major
changes include:
- Higher Metro Matters program debt ser-

vice accounts for $5.8 million of the bud-
get increase.  Metro Matters is a $1.5 bil-
lion, six-year capital program to fund the
replacement, repair, and maintenance of
aging system infrastructure.  The pro-
gram also covers the acquisition of 120
new railcars and 185 new buses; 

- An increase of  in the base subsidy by
$4.1 million due to higher personnel,
electricity, diesel fuel and systems mainte-
nance costs; and

- An increase of $1.53 million for bus
expansion and overcrowding relief on
selected bus routes.

■ Department of Public Works. The pro-
posed budget is $106,343,031, an increase of
$14,772,026 or 16.1 percent from the FY
2006 approved budget of $91,571,005.
Major changes include:
- $5,548,441 for Personal Services to cover

cost of pay raises and step increase across
the agency, including a $2,237,512
increase in the Parking Services program
and $3,467,961 in the Sanitation
Services programs;

- $1,002,300 for fixed costs, including
energy and fuel costs associated with the
facility maintenance and fleet service
activity;

- $6,162,396 in the Sanitation Services
program for recycling and solid waste col-
lection; and

- $2,564,274 in Contractual Services, pri-
marily for trash hauling and disposal in
the Sanitation Services program.

■ Department of Motor Vehicles.  The pro-
posed budget is $33,407,829, a net increase
of $2,338,487 or 7.5 percent over the FY
2006 approved budget of $31,069,342.  The
net change includes:
- $2.1 million and 13 FTEs for Destiny IT

system programming support.  In FY
2007, this item was provided by contrac-
tors and supported with Internal
Registration Program, Special Purpose
Revenue (SPR) fund balance.  SPR fund-
ing is not sufficient in FY 2007 to sup-
port this activity;

- $660,000 and 8 FTEs to restore previ-
ously cut funding to provide in-person
hearings; and

- A decrease of $527,465 to lowered fixed
costs primarily from DMV's relocation
from leased space at 65 K Street NE to
District owned 95 M Street SW.

■ Department of the Environment. This new
department was created to consolidate into a
single agency the administration and over-
sight of environmental laws, regulations and
programs.   Funding for this new agency is
being transferred from the Department of
Health for the Environmental Health
Administration and vector control, the
Department of Public Works for recycling
policy, and the Department of
Transportation for tree policy.  The proposed
budget is $8,824,682.

FFiinnaanncciinngg  aanndd  OOtthheerr
The FY 2007 proposed budget for the Financing
and Other appropriation title is $729,668,536 a
decrease of 286,547,576 or 28.2 percent from
the FY 2006 approved budget of
$1,016,216,112.  This appropriation title
accounts for 14.7 percent of the total local funds
proposed budget.  

The major changes are a reduction of $181
million in Pay Go Capital and $133 million for
the District Retiree Health Benefit Contribution,
which is partially offset by an increase of $37 mil-
lion in debt service. 
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PPrrooppoosseedd  LLooccaall  FFuunnddss  EExxppeennddiittuurree
BBuuddggeett  bbyy  CCaatteeggoorryy
To provide context as to the types of expenses for
a particular program, information is presented by
category.  One of the District's largest categories
is personal services, totaling $1.773 billion and
representing 35.8 percent of the Local funds pro-
posed budget.  This funding will support 26,090
Local full-time equivalent (FTE) positions, a
decrease of 81 FTEs, or 0.3 percent from FY
2006 (see Table 1-4).  Including all fringe bene-
fits, but excluding extra compensation like over-
time and shift differential, the average Local FTE
for FY 2006 will cost $60,339.  The District's FY
2007 gross funds proposed budget includes
34,519 FTEs, a decrease of 116 FTEs or 0.4 per-
cent from FY 2006.  

FFiixxeedd  CCoossttss
A major cost driver in the FY 2007 local funds
proposed budget is fixed costs.  Fixed cost esti-
mates for FY 2006 and FY 2007 are $241 mil-
lion and $297 million, respectively (Table 1-6).
Rent is expected to be the fastest growing com-
ponent (Table 1-7). The rapid growth of the real
estate market in the D.C. metropolitan area, for
example, has driven up the cost of rental proper-
ty, especially in the already high rent business dis-
trict. But other forces are at work, too. The dereg-
ulation of power costs pushed up the cost of elec-
tricity. These factors and others have affected the
District's ability to develop accurate estimates for
some of its fixed costs, often leading to spending
pressures in agency budgets.

Given that the District must develop its fore-
cast at least a year before agencies execute their
budgets, assumptions must be made about the
factors that will affect the estimates.

Controlling fixed costs is an important way
to save money so that other, more necessary ser-
vices can be delivered to District residents with-
out increasing taxes. Efforts toward this end are
under way throughout the District. Market-dri-
ven deviations from cost estimates always will
occur, but the District's mission is to minimize
their impact by first providing well-based esti-
mates, then delivering the service with maximum
efficiency and minimum waste.

Expenditures for fixed costs for FY 2005 were
$232 million and the FY 2006 approved budget
is $241 million.  FY 2007 proposed Fixed cost
expenditures are estimated to increase by $53.7
million, or 22 percent over the FY 2006
approved budget of $241.4 million, the highest
year-over-year increase in the previous four years.
While growth is anticipated in several fixed cost
commodities, the largest area of growth is in rent,
which accounts for $18.8 million of the $53.7
million increase over the FY 2006 approved fixed
cost budget.

Detailed information on agency fixed costs
by commodity is provided in the Fixed Costs
chapter addendum of the Special Studies volume
of the FY 2007 Proposed Budget and Financial
Plan.



TTaabbllee  11--77
Growth of Fixed Costs by Commodity, FY 2003 - FY 2007
($ thousands)
Commodity FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Rent 75,240 83,660 90,540 88,055 106,886 

Electricity 23,314 24,986 30,502 25,068 31,912 

Telephony 25,369 24,344 29,537 26,515 32,300 

Natural Gas 16,296 16,518 21,630 23,409 37,837 

Security 21,258 24,430 25,259 23,571 32,894 

Water 8,099 7,223 7,274 9,413 8,938 

Fuel 6,608 6,236 8,282 6,302 2,454 

Janitorial 4,343 4,034 4,771 5,305 5,021 

Occupancy 2,318 3,728 9,436 10,587 12,686 

Steam 910 1,067 1,096 874 1,562 

Postage 543 548 646 793 902 

Fleet 7,504 8,017 18,669 21,470 23,617 

Grand Total 191,802 204,792 247,642 241,361 297,009 

WWaatteerr  aammoouunntt  ddooeess  nnoott  iinncclluuddee  FFiirree  HHyyddrraanntt  FFeeee

DDaattaa  SSoouurrccee::    OOffffiiccee  ooff    FFiinnaannccee  aanndd  RReessoouurrccee  MMaannaaggeemmeenntt  aanndd  DDeeppaarrttmmeenntt  ooff  PPuubblliicc  WWoorrkkss

Growth of Fixed Costs FY 2001 to FY 2007

These numbers only reflect fixed costs managed by OPM, OCTO, and DPW, they do not include information on agency managed fixed 
costs.
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FY 2005 marked the District's ninth consecutive
balanced budget, with a large surplus and an
unqualified ("clean") audit opinion.  The year
ended with General Fund revenues exceeding
expenditures by $369.7 million and a fund bal-
ance of $1.6 billion.

The District's ratings on its debt continue to
improve.  Wall Street bond rating agencies have
recognized the District's improved financial sta-
tus by upgrading the ratings on its debt.  For the
first time, three major rating agencies--Standard
& Poor's, Moody's, and Fitch--now rate the
District's debt in the A range.  Their actions rep-
resent a vote of confidence for the District's
financial prospects.

While recent years' operating budgets have
ended with healthy surpluses, the District still
finds it difficult to meet the challenges of provid-
ing services for the needs of a state, county, and
city population.  This difficulty is perhaps most
evident in the capital budget, as borrowing con-
straints and a shortfall in the capital fund balance
combine to limit capital spending below what

the District would desire.  The proposed budget
transfers some of the accumulated balance in the
General Fund to the capital fund.

In addition, future costs can always upset a
financial plan that has a small margin of surplus.
One known cost that will affect the District by
FY 2008 is the need to recognize as a liability the
future health insurance costs of retired District
workers.  The District will use another portion of
the accumulated fund balance to offset some of
these costs.  Without such a down payment now,
when funds are available, the cost in 2008 will be
even higher.

This chapter's primary focus is the financial
plan for the General Fund operating budget,
which displays the past year, the current year, the
proposed FY 2007 revenue and expenditure
budget, and projections for the next three years.
It then describes the District's fund structure,
including funds outside the operating budget.

Financial Plan and Fund Structure

Revenue growth in the District of Columbia led to a large sur-
plus in FY 2005, and prospects are good for continued growth
that will ensure a balanced financial plan in coming years.  The
FY 2007 Proposed Budget and Financial Plan utilizes a portion
of these increased General Fund revenues to finance new initia-
tives, transfer funds to pay for capital projects, and make a down
payment now to reduce large future liabilities.
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includes a financial plan for the Federal and
Private Resources Fund, table 2-5.  Finally, other
funds that capture financial activity related to the
District are discussed after the presentation of the
financial plan.
The General Fund financial plan covers six fiscal
years:
■ FY 2005 financial data from the CAFR;
■ FY 2006  original council budget and revised

budget;
■ FY 2007 proposed budget, the topic of the

remainder of this volume and Volumes 2

through 4; and
■ FY 2008 through FY 2010 projections of

revenues and expenditures.
The Chief Financial Officer certifies revenues

periodically, and details on revenue trends and
future estimates are included in the Revenues
chapter of this volume.  The financial plan
includes the use of both current-year revenues
and fund balance--that is, accumulated funds
from prior years--for one-time purposes.  The
plan also displays the effects of proposed revenue
initiatives.  Expenditures are projected based in
part on past trends, and more details are in the
Operating Expenditures chapter of this volume.
The financial plan also includes assumptions
about the use of reserves and other means of
financing.

The District uses the multi-year financial
plan as a working tool throughout the fiscal year
to monitor the impact of legislative proposals,
programmatic initiatives, and economic changes
on the District's near-term fiscal outlook.  The
plan is primarily a budget document, but it has

RReevveennuueess  aanndd  EExxppeennddiittuurreess::  PPaasstt
aanndd  FFuuttuurree
The District's General Fund has completed its
turnaround from its deficit position in the mid-
1990s (see figure 3-1).  After three years of
deficits ending in 1996, the District posted large
surpluses in 1997 and 1998, with its fund bal-
ance becoming positive again in 1998.  Seven
additional surpluses have followed. 
Revenue and operating expenditure trends are
discussed in more detail in the respective chapters

included in the Budget Highlights. The financial
plan shows fairly small surpluses, as a percentage
of the District's budget, for the next three years.

UUnnddeerrssttaannddiinngg  tthhee  FFiinnaanncciiaall  PPllaann
The financial plan is a synopsis of past, present,
and future activity related to the General Special
Purpose Revenue funds--certain fees collected by
and dedicated to agencies for specific purposes
through District legislation.  Along with the full
financial plan for the General Fund (table 2-2),
which includes fund balance and reserve fund
projections, shorter summaries of the Local and
Special Purpose Revenue components of the plan
are included.

The operating budget, the primary focus of
this budget volume and Volumes 2 through 4,
includes the General Fund and the Federal and
Private Resources Fund.  The sum of activity
related to the General Fund and the Federal and
Private Resources Fund is sometimes called the
District's "Gross Funds" budget.  This chapter
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aspects of an accounting document and a cash
flow document.  It includes projections of the
effects of budget decisions on the fund balance,
and it considers the maintenance of certain
required reserve funds. 

Below are line-item descriptions of the finan-
cial plan elements.  For explanatory purposes, the
plan is broken into four sections:
■ Revenues;
■ Expenditures;
■ Fund balance, Generally Accepted

Accounting Principles (GAAP) adjustments,
and transfers; and

■ composition of fund balance.

The numbering scheme noted below refers to the
line numbers on Tables 2-1, 2-2 and 2-3. 

Revenues
1. Taxes.  Includes property, sales, income, and
other taxes, which are projected by the Office of
Revenue Analysis.  See the Revenue chapter for
details.

2. General Purpose Non-Tax Revenues.  Includes
revenue from licenses and permits, fines, charges
for services, and other revenue sources that are
not dedicated to particular purposes.  See the
Revenue chapter for details.

3. Special Purpose (O-Type) Revenues.  Special
Purpose Revenues are O-type or Other revenues
from charges and fees that are collected and spent
by the collecting agency.  This pool is distinct
from the general purpose non-tax revenue cate-
gory above.

4. Transfer from Lottery.  Reflects the portion of
D.C. Lottery and Charitable Games Control
Board revenue that is transferred to the District's
general fund.

5. General Fund Revenues.  The sum of lines 1
through 4.

6. Gross Sales Tax Dedicated for School
Modernization.  Starting in FY 2007, Sales Tax,
that has not previously been dedicated, shall be
deposited into the school modernization fund.  

8. Bond Proceeds for Issuance Costs.  The cost of
issuing General Obligation bonds is included as
revenue, since that portion of the entire issuance
is retained in the General Fund rather than going
to the capital fund.

9.  Payment-in-Lieu-of-Taxes from WASA.  The
Water and Sewer Authority (WASA) makes pay-
ment-in-lieu-of-taxes (PILOT) to the District.
The revenues are recorded on a gross basis (relat-
ed expenditures are included in the expenditure
section). The expenditures were recorded in the
Office of Finance and Resource Management in
FY 2006 and will be recorded in the Department
of Public Works in FY 2007.

10. Transfer from Federal and Private Resources.
Reflects the movement of federal grant dollars
into Local funds to pay for certain indirect costs.  

11. Transfer from Special Purpose Funds for
Debt Service. Revenue from Bus Shelter
Advertisements and the Housing Production
Trust fund will be used to securitize dedicated
revenues to cover bonded debt.

12. Fund Balance Use.  Includes funds that fell to
the fund balance in a prior year but which the
District is proposing to use in the current year.  In
FY 2006, this includes Local fund balance that
finances transfers to other District funds (on lines
24 through 26), certain one-time expenditures,
and Special Purpose Revenues that some agencies
plan to spend from accumulated fund balances.  

13. Transfer from Local to Special Purpose
Revenues.  Funds are proposed to be transferred
from Local to Special Purpose Revenues.  In the
General Fund plan, this line nets to zero, but the
amount can be seen in the detail tables (tables 2-
2 and 2-3).

14. Transfer to Capital.  Parking fees are pro-
posed to be transferred to the Capital fund, rep-
resenting a revenue loss to the General Fund.

15. Revenue Proposals/One-Time Revenues.
Reflects one-time revenues in FY 2006 and pro-
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posed revenue changes that are detailed in the
Revenue chapter of this volume.

16. Total General Fund Resources.  The sum of
lines 7 through 14.

Expenditures
18. - 24. Agency Expenditures.  These items
reflect agency expenditures by appropriation title.
The growth of expenditures in the out-years is
based on growth assumptions that are discussed
in the Operating Expenditures chapter. in the
Executive Summary Volume.

25 Financing and Other.  Includes Repayment of
Debt, Short-Term Borrowings, Certificate of
Participation, and other items in this appropria-
tion title that are not specifically shown in lines
21 and 22.

26. Cash Reserve (Budgeted Contingency).  The
District is required to budget for a cash reserve of
$50 million each year, to provide budgetary sta-
bility in the absence of the budgeted reserve,
which was eliminated after FY 2003.

27 Lease Purchase Costs.  Additional costs in FYs
2008, 2009 and 2010 for lease purchase arrange-
ments associated with development of new gov-
ernment facilities, including hospitals.

28. Subtotal, Operating Expenditures.  The sum
of lines 19 through 27.

29. Paygo Capital.  A transfer to the capital fund
to increase capital financing for FY 2007.

30. Transfer to Trust Fund for Post-Employment
Benefits.  A transfer in FY 2007 to reduce the
District's accumulated liability for health insur-
ance costs for retirees.  These costs must be rec-
ognized beginning in FY 2008.

31. General Fund Contribution to Capital Fund
Balance.  A transfer to reduce the accumulated
shortfall in the capital fund.

32. Total General Fund Expenditures.  The sum
of lines 28 through 31.

33. Operating Margin, Budget Basis.  The differ-
ence between Total General Fund Resources and
Expenditures (lines 16 and 32).

FFuunndd  BBaallaannccee,,  GGAAAAPP  AAddjjuussttmmeennttss
aanndd  TTrraannssffeerrss
34. Beginning General Fund Balance.  Shows the
accumulated fund balance at the beginning of
the fiscal year, which is identical to the end of
year fund balance for the previous fiscal year.

36. Operating Margin, Budget Basis.
Restatement of line 33.

37. Projected GAAP Adjustments (Net). GAAP
adjustments are year-end adjustments necessary
to properly report the ending fund balance on an
accounting basis by converting budgeted activity
to resources earned and used in the current fiscal
year.  This includes items such as fund balance
released from restrictions, current year purchases
used to build up ending inventory levels, and the
current year net consumption of inventories pur-
chased in prior years.

38. Deposits into Reserve Funds (From Fund
Balance).  Funds will be moved from the fund
balance into the Emergency and Contingency
Reserve Funds each year.  See the discussion on
page 3-8.

39. Deposits into Reserve Funds (To Cash
Reserves).  Shows that funds deposited into
the reserve funds remain in the General Fund
balance.

40.  Fund Balance Use.  The amount of prior-
year fund balance that is used in the current year
(line 12) must be subtracted when calculating the
current year-end fund balance.

41. Ending General Fund Balance.  Shows the
sum of the beginning fund balance, the budget-
basis operating margin, and GAAP and other
adjustments (lines 35 through 40).
exceed the benefits likely to be derived; and (2)
the valuation of costs and benefits requires esti-
mates and judgments by management.
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FFuunndd  BBaallaannccee  OOvveerrvviieeww
The fund balance reflects the cumulative earn-
ings of the District. At the end of each fiscal year,
fund balance adjustments are made to show the
effects of the current year's financial transactions.
Year-end adjustments are made so that the finan-
cial statements are presented in accordance with
GAAP.  Implementing accounting pronounce-
ment 34 of the Government Accounting
Standards Board (GASB 34) resulted in a signif-
icant restatement of the FY 2002 fund balance at
October 1, 2001.

The general fund balance has two major
components: (1) reserved and (2) unreserved.
The unreserved fund balance is apportioned fur-
ther into designated and undesignated compo-
nents.  Figure 3-2 shows the components of the
District's General Fund balance.

RReesseerrvveedd  FFuunndd  BBaallaannccee
To use reserved fund balance items, the District
must have approval from the external entity that
has imposed the restriction.  The reserved bal-
ance has been dominated historically by bond
escrow, that is, accumulated cash that the District
is required to maintain for debt service payments
in the coming year.  More recently, the reserved
balance has been dominated by the congression-
ally mandated Emergency and Contingency
(cash) Reserves.

UUnnrreesseerrvveedd  FFuunndd  BBaallaannccee
Unreserved but Designated Fund Balance. The des-
ignated component of the fund balance contains
items that have been purpose restricted by the legisla-
tive or executive branch of the District government.

Unreserved and Undesignated Fund Balance.
Those items that fall into this category have nei-
ther internal nor external claims against them.
Unlike most large cities, the District is prohibit-
ed from accessing these funds.

Comprising elements of budgeting and
accounting, the financial plan reflects GAAP
adjustments as well as transfers between fund bal-
ance and cash reserves that do not affect the bud-
get basis operating margin.  Hence, these items
are sometimes referred to as "below-the-line"
adjustments because they are outside of the bud-

get but impact the District's financial statements.

CCoommppoossiittiioonn  ooff  FFuunndd  BBaallaannccee
44. Emergency Cash Reserve Balance (2 percent
formerly 4 percent).  The District was required to
establish an Emergency Reserve, by the end of
FY 2004, equal to four percent of the District's
Local expenditures.  The requirement was satis-
fied in FY 2002.  In FY 2005, the requirement
was changed to be two percent, and the base for
the calculation was also changed.

45. Contingency Cash Reserve Balance (4 per-
cent, formerly 3 percent).  The District was
required to establish a Contingency Reserve
equal, by the end of FY 2007, to three percent of
the District's Local expenditures.  The require-
ment was satisfied in FY 2002.  In FY 2005, the
requirement was changed to be four percent, and
the base for the calculation was also changed.

46. Fund Balance not in Emergency and
Contingency Reserves.  Reflects the portion of
the fund balance that is not composed of the two
cash reserve funds.  This line item does not reflect
available funds, because there are several other
restrictions on the District's fund balance in
addition to cash reserve balances, such as bond
escrow.  Fund balance restrictions are addressed
thoroughly in the District's Comprehensive
Annual Financial Report.

47. Ending General Fund Balance.  Reflects the
sum of lines 44 through 46, representing the var-
ious components of the fund balance.

DDiissccuussssiioonn::    FFiilllliinngg  EEmmeerrggeennccyy  aanndd
CCoonnttiinnggeennccyy  RReesseerrvveess  
The District was required to fill the Emergency
Reserve at four percent of its local budget by the
end of FY 2004 and to fill the Contingency
Reserve at three percent by the end of FY 2007.
In FY 2002, the District filled both funds to the
combined level of seven percent, or $248.7 mil-
lion.  This seven-percent level was maintained
during FYs 2003 and 2004.

In its FY 2005 Appropriations Act, the
District's requirement was lowered to six percent,
and the calculation was changed to be based on a
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past year rather than the current.  Congress made
this change in part to recognize the District's suc-
cess in restoring its fiscal balance.  The District
was allowed to withdraw part of the excess funds,
that is, convert them to undesignated fund bal-
ance.  However, it was not allowed to withdraw
all of the excess above six percent of the new tar-
get.

FFuunndd  SSttrruuccttuurree
The General Fund, as discussed above, is one of
many funds that capture the District's financial
activities.  Other funds and reporting entities,
both governmental and non-governmental, are
included in the District's CAFR and are dis-
cussed below.  The primary categories are:
■ Governmental Funds,
■ Proprietary Funds,
■ Fiduciary Funds, and
■ Component Units.

In FY 2007, the District is publishing six
budget volumes, four covering the operating
budget and two covering the capital budget.  The
operating budget includes revenues and expendi-
tures in the General Fund and the Federal and
Private Resources Fund.  These operating budget
funds, plus the capital funds and the non-major
funds, are considered governmental funds.  In
addition, the District's finances reflect a number
of other entities that are considered non-govern-
mental, including Proprietary Funds, Fiduciary
Funds, and Component Units, some of which
are discussed in the operating budget volumes.

GGoovveerrnnmmeennttaall  FFuunnddss
Governmental Funds consist of two operating,
two capital, and two special revenue funds.

OOppeerraattiinngg  FFuunnddss
The District's operating budget is the primary
focus of this budget volume and Volumes 2
through 4.  The operating budget has a variety of
funding sources and has two components: the
General Fund and the Federal and Private
Resources Fund.

GGeenneerraall  FFuunndd::
Local Funds are the District's primary source of
revenue.

■ All the District's tax receipts, the larger of
which are income taxes, sales taxes, and prop-
erty taxes, go into Local Funds.

■ In addition, certain non-tax revenues (those
fines, fees, and miscellaneous revenues not
dedicated for a particular agency's use) are
part of Local Fund.

■ Finally, an annual transfer from the Lottery
goes into Local Funds.
Special Purpose Revenues are collected by

District agencies and, by law, are dedicated to
support the functions those agencies perform.
Examples include certain fees and permit charges
that the public pays for and whose proceeds are
used by the agency to carry out operations in that
same area.  Some agencies retain unused revenues
collected in a given fiscal year in the dedicated
portion of the Fund Balance. They are allowed to
spend those revenues, if they receive appropria-
tion authority to do so, in a succeeding year.

Federal and Private Resources Fund:
■ Federal Grants are grants the District receives

from federal agencies, including block grants,
formula grants, certain entitlements, and
competitive grants

■ Federal Payments are direct appropriations
from the Congress to the District, usually to
a particular District agency for a particular
purpose.

■ Federal Medicaid Payments are the federal
share of the District's Medicaid costs.
Generally, the federal government pays 70
percent of the cost of Medicaid while the
District pays 30 percent, although the pro-
portions differ in certain circumstances.

■ Private Grants are grants the District receives
from non-Federal sources.  This category
includes private donations.

Table 2-4 displays a summary financial plan for
the Federal and Private Resources Fund. The line
items are as follows:

F1.  Federal Grants. Federal grant awards
received by District agencies.

F2. Federal Payment/Contribution. Funding
contributed by the federal government for specif-
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ic projects.  These funds are restricted in use by
the federal government. 

F3.  Private Grants. Revenues received from private grants.  

F4.  Federal and Private Resources.

F5. Fund Balance Use. Reflects amounts previ-
ously contained in the fund balance that have
been released for use in the current year.

F6. Transfer to General Fund. Funds used to
pay for indirect costs, as shown on line 8 of the
General Fund financial plan.

F7.  Total Federal and Private Resources.

F10. - F16.   Agency Expenditures. These items
reflect agency expenditures by appropriation title.
The growth of expenditures in the out-years is
based on growth assumptions that are discussed
in the Operating Expenditures chapter. 

F17. Total Federal and Private Fund
Expenditures.

F18.  Operating Margin, Budget Basis.  This
line provides the difference between Total Federal
and Private Resources and Total Federal and
Private Expenditures.

F20. - F24. Fund Balance Calculations.

A Note on Intra-District Budgets

Intra-District budgets represent agreements
between two agencies whereby one agency pur-
chases services from the other.  The buying
agency spends its own budget (Local, Special
Purpose Revenue, Federal, or Private).  The sell-
ing agency receives this expenditure as intra-
District revenue, establishes intra-District budget
authority, and spends against that authority to
provide the service.

An agency's total "gross funds" budget
includes its intra-District budget authority.
Because such arrangements appear as expendi-
tures twice, once in each agency, the intra-
District totals are excluded from the District-
wide calculations of the total "gross funds" bud-

get.  They also are excluded from the CAFR
totals at the end of the year.

CCaappiittaall  FFuunnddss
The District's Capital Budget is the focus of the
other two budget volumes.  The Capital Budget
has three components: the General Capital
Improvements Fund, the Highway Trust Fund
and the Baseball Capital Projects Fund.
■ The General Capital Improvements Fund

accounts for all capital projects activity not in
the Highway Trust Fund and the Baseball
Capital Projects Fund.

■ The Highway Trust Fund accounts for capi-
tal projects financed entirely or partly by
transfers of taxes, fees, capital grants, and
other revenue that is dedicated to highway
projects.

■ The Baseball Project Fund is used to account
for financial resources used for the construc-
tion of a new baseball stadium.

This budget volume is produced in June for the
Congressional budget submission.

SSppeecciiaall  RReevveennuuee  FFuunnddss
Special Revenue Funds account for specific rev-
enue that is legally restricted to expenditures for
particular purposes. The District currently has
three such funds:
■ The Tobacco Settlement Financing Program

accounts for activities relating to the tobacco
litigation settlement.

■ The Tax Increment Financing Program
accounts for activities relating to tax incre-
ment financing development initiatives.

■ The Baseball Project Fund is used to account
for the proceeds of baseball related revenue
sources that are legally restricted to expendi-
tures for baseball project purposes.

PPrroopprriieettaarryy  FFuunnddss
Proprietary Funds are District units that charge cus-
tomers for the services provided, whether to outside cus-
tomers or to other units of the District.  The District has
three Proprietary Funds:
■ D.C. Lottery and Charitable Games Board,

which not only operates and is financed like
a private business where net income is key to
sound management, but also can finance the
costs of its goods and services provided to the
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ed by the Mayor, with the consent of the
unitCouncil, or other District officials.    Budgets
for these entities are presented in section H,
Enterprise and Other Funds, of Volume 2.  The
District has six Component Units:
■ D.C. Water and Sewer Authority, which

accounts for the provision of water and sewer
services to the District, and specific counties
in Maryland and northern Virginia.

■ Washington Convention Center Authority,
which accounts for maintaining and operating
the Washington Convention Center for local
public shows, civic events, and other activities.

■ Sports and Entertainment Commission,
which accounts for maintaining and operat-
ing the National Guard Armory for nonmil-
itary events and the Robert F. Kennedy
Memorial Stadium and promoting the
District as a sporting event site.

■ Housing Finance Agency, which accounts for
cash received from public and private sources
used to alleviate the shortage of housing
through greater supply and less expensive
mortgage and construction loans.

■ University of the District of Columbia
(UDC), which accounts for resources
received and used by the University of the
District of Columbia. The  contains four sep-
arate fund groups: Current Funds, Loan
Fund, Endowment Fund, and Plant Funds.
A budget is prepared for only the Current
Funds.  This budget is in the Enterprise and
Other Funds section; the General Fund
includes only the subsidy from Local funds to
the University.

■ Anacostia Waterfront Corporation (AWC),
which is a public entity charged with leading
the revitalization of the District's Anacostia
Waterfront. The AWC will coordinate the
implementation of a multi-year plan for land
redevelopment. Additionally, the AWC will
help coordinate efforts to clean up the river.

The District established the District of Columbia
Tobacco Settlement Financing Corporation (the
"Tobacco Corporation") as a special purpose,
independent instrumentality of the District gov-
ernment. The Tobacco Corporation is a blended
component unit because it provides services
exclusively to the District. 

public on a continuing basis primarily
through user charges. The Lottery accounts
for revenue from lotteries and daily numbers
games all operated by the District and from
licenses to conduct charitable games. The Lottery
exists solely to transfer its profits to help finance
the General Fund.

■ Unemployment Compensation Fund, which
accounts for funds used to pay benefits to
unemployed former employees of the
District, federal government, and private
employers within the District. The fund is
administered by the Department of
Employment Services.

■ Non-Major Proprietary Fund, which
includes three entities grouped as Nursing
Home Services:

■ Washington Center for Aging Services
■ Washington Center for Aging Services

Center Care
■ JB Johnson Nursing Center.

FFiidduucciiaarryy  FFuunnddss
Fiduciary Funds account for assets held by the
District in a trustee or agency capacity. These
assets cannot be used to support the District's
programs.  The District's Fiduciary Funds are:
■ The Pension Trust Funds, which account for

resources used for retirement annuity pay-
ments for police officers, firefighters, public
school teachers and their survivors. Resources
are contributed by employees and by the
District and federal governments at amounts
determined by an annual actuarial study. The
funds are administered by a 13-member
Retirement Board. The administrative costs
of the board are accounted for in the funds.

■ The Private Purpose Trust Funds, which
account for the District's sponsored college
tuition savings plan.

■ The Agency funds, which account for
refundable deposits required of various
licenses, monies held in escrow as an agent
for individuals, private organizations or other
governments.

CCoommppoonneenntt  UUnniittss
Component Units are legally separate organiza-
tions for which the District is financially account-
able because their governing bodies are appoint-
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Table 3-1
FY 2007 - FY 2010 Proposed Budget and Financial Plan: General Fund
($ thousands)

FY 2005 FY 2006 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Revenues Actual Approved Adjusted Proposed Projected Projected Projected

1    Taxes 4,052,087 4,101,533 4,110,172 4,341,981 4,613,778 4,892,984 5,179,039
2    General Purpose Non-Tax Revenues 352,427 340,522 319,847 323,575 318,077 320,958 317,518
3    Special Purpose (O-type) Revenues 311,789 264,254 347,538 372,841 373,534 372,954 386,829
4    Transfer from Lottery 71,450 73,100 72,000 72,100 72,100 72,100 72,100
5    General Fund Revenues 4,787,753 4,779,409 4,849,557 5,110,497 5,377,489 5,658,996 5,955,486
6    Gross Sales Tax Dedicated for School Modernization 0 0 0 (100,000) (106,000) (112,360) (119,102)
7    Adjusted General Fund Revenues 4,787,753 4,779,409 4,849,557 5,010,497 5,271,489 5,546,636 5,836,384
8    Bond Proceeds for Issuance Costs 4,935 40,000 40,000 30,000 30,000 20,000 20,000
9     Payment-in-Lieu-of-Taxes from WASA 0 1,576 1,576 1,551 0 0 0

10   Transfer from Federal and Private Resources 0 6,502 6,502 6,502 6,646 6,807 6,979
11   Transfer from Special Purpose Funds for Debt Service 0 0 0 8,091 14,526 15,097 15,465
12   Fund Balance Use 80,781 591,642 607,615 326,189 19,968 0 0
13   Transfer to Special Purpose Revenues 0 0 0 0 0 0 0
14   Transfer to Capital 0 (30,000) 0 0 0 0 0
15   Revenue Proposals/One-time Revenue 0 8,729 0 114,700 246,405 215,344 169,286
16   Total General Fund Resources 4,873,469 5,397,858 5,505,250 5,497,530 5,589,034 5,803,884 6,048,114
17   
18   Expenditures (by Appropriation Title)
19   Governmental Direction and Support 294,778 340,859 341,858 380,492 366,995 377,019 388,915
20   Economic Development and Regulation 193,456 328,156 347,556 339,524 313,718 320,934 335,286
21   Public Safety and Justice 805,471 827,037 829,687 940,976 957,159 986,518 1,018,881
22   Public Education System 1,082,177 1,189,302 1,179,939 1,224,534 1,247,351 1,279,254 1,312,659
23   Human Support Services 1,258,537 1,307,530 1,340,581 1,419,912 1,471,831 1,544,764 1,624,269
24   Public Works 328,997 366,101 366,101 408,107 407,465 422,309 439,338
25   Financing and Other 421,070 561,276 532,857 573,032 645,695 685,065 733,145
26   Cash Reserve (Budgeted Contingency) 0 50,000 48,400 50,000 50,000 50,000 50,000
27   Lease Purchase Costs 22,058 27,441 27,441 43,955 46,320 49,320 51,320
28   Subtotal, Operating Expenditures 4,406,544 4,997,702 5,014,420 5,380,532 5,506,534 5,715,183 5,953,813
29   Paygo Capital 20,550 207,083 208,523 81,487 0 0 0
30   Transfer to Trust Fund for Post-Employment Benefits 0 138,000 138,000 4,700 81,000 86,200 91,800
31   General Fund Contribution to Capital Fund Balance 0 53,800 53,800 0 0 0 0
32   Total General Fund Expenditures 4,427,094 5,396,585 5,414,743 5,466,719 5,587,534 5,801,383 6,045,613
33   Operating Margin, Budget Basis 446,375 1,273 90,507 30,811 1,500 2,500 2,500
34   
35   Beginning General Fund Balance 1,215,015 1,584,683 1,584,683 1,047,575 732,197 693,729 676,230
36   Operating Margin, Budget Basis 446,375 1,273 90,507 30,811 1,500 2,500 2,500
37   Projected GAAP Adjustments (Net) 4,074 (20,000) (20,000) (20,000) (20,000) (20,000) (20,000)
38   Deposits into Reserve Funds (From Fund Balance) 0 0 0 0 (31,150) 0 0
39   Deposits into Reserve Funds (To Cash Reserves) 0 0 0 0 31,150 0 0
40   Fund Balance Use (80,781) (591,642) (607,615) (326,189) (19,968) 0 0
41   Ending General Fund Balance 1,584,683 974,314 1,047,575 732,197 693,729 676,230 658,730
42   
43   Composition of Fund Balance
44   Emergency Cash Reserve Balance (2%), 70,532 84,622 70,532 73,001 100,879 101,142 102,294
45   Contingency Cash Reserve Balance (4%) 182,905 169,244 182,905 189,307 201,759 202,284 204,588
46   Fund Balance not in Emergency & Contingency Reserves 1,331,246 720,448 794,138 469,890 391,091 372,803 351,847
47   Ending General Fund Balance (Line 37) 1,584,683 974,314 1,047,575 732,197 693,729 676,230 658,730
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Revenue

percent.  Most of the increases in jobs and wages
will be in the District’s leading private sector ser-
vice industries: professional and business services,
education, health, membership organizations,
retail, and hospitality services.

One key question for the District in FY 2006
and on into FY 2007 is “What will happen in the
market for real property?” Rising real estate
assessments and transactions were major sources
of revenue gains in fiscal years 2003 through
2005. The key fundamentals affecting the
District’s real estate markets remain strong: the
District’s economy is growing, individuals and
businesses both continue to demonstrate a desire
to locate in the District, and the supply of hous-
ing and land for commercial development can-
not increase very rapidly. Accordingly, the contri-
butions of the real estate sector are expected to be
significant in FY 2006 and FY 2007 as well, but
they will be more muted, especially as regards the
number of transactions.  

In FY 2004 and FY 2005 the assessed value
of all taxable property in the District (before the
application of any caps or credits) increased 14.5
percent and 18.6 percent, respectively. The real
property tax baseline will continue to increase by
about 12.6 and 9.7 percent during FY 2006 and
FY 2007. However, policy changes implemented
in FY 2005—increased homestead exemption
(to $60,000), homestead tax increases capped at
10 percent, and a rate reduction—will moderate
the revenue impact of the rising assessments.
Real property tax revenue gains in FY 2006 will

IInnttrroodduuccttiioonn
The outlook for the District of Columbia’s econ-
omy in FY 2006 and FY 2007 continues to be
favorable, although personal income growth is
not expected to be as great as in FY 2005.
However, due to the combination of changes in
tax policies and unusually rapid increases in rev-
enues for several taxes in FY 2005, overall rev-
enue growth in FY 2006 will be much below that
of FY 2005.  Revenue gains will be higher in FY
2007, but the percentage increase will be less
than the annual gains of almost 10 percent
recorded in both FY 2004 and FY 2005.

The District’s economic outlook is similar to
that which most economists have projected for
the nation as a whole—steady growth in employ-
ment, wages, and income. The District will ben-
efit from the national growth and some addi-
tional strengths of its own. Continued high levels
of federal spending means an extra “kick” locally
because so many of these dollars will be spent
here. Currently, small business growth is helping
the economy in the District and this is expected
to continue, adding jobs and economic activity.
Retail activity will continue to improve, as the
number of retail outlets in the District continues
to grow and as shoppers increase their spending.  

The estimating assumptions for FY 2006
and FY 2007, respectively, include 1.2 per-
cent and 1.1 percent growth each year in
total jobs; 5.4 percent and 5.6 percent
increases, respectively, in personal income of
District residents; and inflation of 3.3 and 2.2
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be 5.8 percent, rising to 9.8 percent in FY 2007.
The total value of taxable real property sales

grew 37.1 percent in FY 2005, following a 31.6
percent increase in FY 2004.  For FY 2006 and
FY 2007 the value of all transactions are expect-
ed to increase more modestly beyond FY 2005’s
high level, due primarily to declining transactions
rather than prices.  Revenues from deed recorda-

tion, deed transfer and economic interest
taxes are expected to increase by 8.6 percent
and 9.4 percent respectively in FY 2006 and
FY 2007 (net of the transfer to the Housing
Production Trust Fund). (Deed recordation,
deed transfer and economic interest tax col-
lections actually declined by 1.8 percent in
FY 2005 due to the 26.7 percent rate reduc-

Table 3-1
Estimated Key Variables for the D.C. Economy for the Forecast Period FY 2004
through FY 2010

FFYY  22000044 FFYY  22000055 FFYY  22000066 FFYY  22000077 FFYY  22000088 FFYY  22000099 FFYY  22001100
AAccttuuaall AAccttuuaall EEsstt.. EEsstt.. EEsstt.. EEsstt.. EEsstt..

Gross State Product (nominal; $ billions) 75.11 80.80 85.70 90.50 95.73 101.10 106.83
7.7% 7.6% 6.1% 5.6% 5.8% 5.6% 5.7%

Personal Income ($ billions) 28.24 30.29 31.92 33.70 35.51 37.40 39.38
6.2% 7.3% 5.4% 5.6% 5.4% 5.3% 5.3%

Earnings of DC Residents ($ billions) 20.85 22.56 23.90 25.20 26.53 27.88 29.28
7.7% 8.2% 5.9% 5.4% 5.3% 5.1% 5.0%

Population (thousands) 554.2 550.5 553.9 557.6 561.5 565.5 569.2
-0.6% -0.7 % 0.6% 0.7% 0.7% 0.7% 0.7%

Household (thousands) 251.7 252.5 255.3 258.1 261.2 264.2 267.2
0.9% 0.3% 1.1% 1.1% 1.2% 1.2 % 1.1%

At-place Employment (thousands) 670.5 677.9 686.2 694.0 700.7 709.2 716.4
0.7% 1.1% 1.2% 1.1% 1.0% 1.2% 1.0%

Civilian Labor Force (thousands) 297.9 301.5 299.5 300.2 302.2 304.4 306.6
-0.1% 1.2 % -0.7% 0.2% 0.7% 0.7% 0.7%

Resident Employment (thousands) 274.5 278.2 281.2 281.9 283.4 285.5 287.6
-1.0% 1.4% 1.1% 0.3% 0.5% 0.7% 0.7%

Unemployment Rate (percent) 7.9 7.7 6.1 6.1 6.2 6.2 6.2
Housing Starts 4,548 4,548 4,775 4,775 4,775 5,000 5,000
Housing Stock (thousands) 276.6 277.7 280.8 284.0 287.3 290.7 294.0
Sale of housing units 13,300 14,218 12,866 11,850 11,637 11,493 11,677

8.1% 6.9% -9.5% -7.9 % -1.8 % -1.2% 1.6 %
Average  housing price ($) 411,512 497,331 541,267 572,586 604,717 646,211 691,203

17.9% 20.9% 8.8% 5.8% 5.6 % 6.9 % 7.0 %
Washington Area CPI 
(% change from prior year) 2.5 3.9 3.3 2.2 2.3 2.2 2.2
Interest Rate on 10-year 
Treasury Notes (%) 4.3 4.2 4.7 5.0 5.2 5.2 5.2
Change in S&P Index of 
Common Stock (%) 19.8 7.9 6.3 5.7 6.7 6.8 6.4
Note: Estimated by the D.C. Office of Revenue Analysis based on forecasts of the D.C. and national economies prepared by Global Insight (Winter 2005) and

Economy.com (November 2005); on forecasts of the national economy prepared by the Congressional Budget Office (January 2006) and Blue Chip Economic

Indicators (February 2006); on BLS labor market information from January 2006; and on Bureau of Economic Analysis estimates of D.C. Personal Income

(December 2005); D.C. housing sales data are from Global Insight.
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tion—from 1.5 percent to 1.1 percent on
deed transfers and recordations—that took
place at the beginning of that year.)

In other areas, growth in personal income
and gains in financial markets will expand the
individual income tax base, but rate reductions
will cut FY 2006’s revenues to 2.1 percent
below FY 2005.  Revenue will rise by 0.8 per-
cent in FY 2007 before returning in FY 2008
to increases more in line with growth in the
District’s income. Franchise tax revenues also
will grow—5.7 percent in FY 2006 and 8.2

percent in FY 2007.  By contrast, the increase
in FY 2005 was almost 22 percent.

General sales tax revenues will increase in FY
2006 and FY 2007, but the rate of growth will be
considerably less than the 14.5 percent that
occurred in FY 2005.  Developments that gave a
special boost to sales tax revenues in FY 2005
include the presidential inauguration, the return
of Major League baseball, the full operations of
the new Convention Center, and the opening of
two new attractions on the Mall—the World
War II Memorial and the National Museum of

Table 3-2
Revenue and Economic Indicators of the District of Columbia, FY 1999
through FY 2005

FFYY  11999999 FFYY  22000000 FFYY  22000011 FFYY  22000022 FFYY  22000033 FFYY  22000044 FFYY  22000055

LLooccaall  SSoouurrccee  RReevveennuuee  ((‘‘000000)) $$33,,223322,,993388 $$33,,337744,,776633 $$33,,665555,,339999 $$33,,552266,,663366 $$33,,770022,,228811 $$44,,006622,,339944 $$44,,446655,,771144
Growth -0.4% 4.4% 8.3% -3.5% 5.0% 9.7% 9.9%

BBaasseelliinnee  RReevveennuuee  
((bbeeffoorree  ttaaxx  ppoolliiccyy  cchhaannggeess))  ((‘‘000000)) $$33,,223322,,993388  $$33,,446655,,884433 $$33,,882255,,993366 $$33,,774433,,558844 $$33,,996699,,559955 $$44,,112288,,003388 $$44,,333366,,775577

No. of Employees in DC (Thousands) 620.6 645.2 654.4 661.8 665.9 670.5 677.9
Growth 1.0% 4.0% 1.4% 1.1% 0.6% 0.7% 1.1%
Employees in Gov’t. (Thousands) 224.4 224.0 224.3 231.5 231.1 230.3 230.9
Growth -2.2% 0.7% 0.1% 3.2% -0.2% -0.3% 0.3%

PPooppuullaattiioonn
No. of DC Residents (Thousands) 570.2 571.0 569.3 564.6 557.8 554.3 550.5
Growth NA 832 (1,724) (4,697) (6,778) (3,607) (3,718)

SSiinnggllee  FFaammiillyy  HHoouussiinngg  SSaalleess
No. of Single Family Sales NA NA 5,340 5,488 5,700 5,867 5,372
Growth NA NA NA 2.8% 3.9% 2.9% -8.4%

SS..FF..  SSaalleess  PPrriicceess
Median ($Thousands) NA NA $187 $254 $285 $346 $436
Growth NA NA NA 35.9% 12.2% 21.4% 25.9%
Avg. ($thousands) NA NA $233 $372 $397 $470 $571
Growth NA NA NA 11.7% 6.8% 18.4% 21.5%

CCoonnddoo  SSaalleess
No. of Condo Sales NA NA 2,656 3,066 3,586 3,919 4,426
Growth NA NA NA 15.4% 17.0% 9.3% 12.9%

CCoonnddoo  SSaalleess  PPrriicceess
Median ( $Thousands) NA NA $166 $204 $246 $300 $356
Growth NA NA NA 23.0% 20.4% 21.8% 18.7%
Avg. (  $  Thousands) NA NA $199 $236 $277 $334 $402
Growth NA NA NA 18.2% 17.5% 20.6% 20.4%

CCoommmmeerrcciiaall  OOffffiiccee  SSppaaccee
Total Inventory (million sq. ft.) NA 101.6 104.4 106.4 109.3 111.2 113.5
Growth NA NA 2.8% 1.9% 2.7% 1.8% 2.1%
Vacancy Rate (includes sublet) NA NA 5.2% 6.7% 6.7% 6.4% 6.1%
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are a significant determinant of the changes to
income tax revenue in the year that follows. 

Another source of risk is the pattern of feder-
al expenditures.  Federal spending is the signifi-
cant economic underpinning of the entire
Washington D.C. Metropolitan area, including
the District of Columbia itself.  Security concerns
arising out of 9/11 and the Iraq war have result-
ed in large increases in government spending that
benefited the Washington D.C. area.  Efforts to
reduce government spending over the next few
years to bring greater balance to federal fiscal pol-
icy could dampen growth in the District of
Columbia.

TThhee  DD..CC..  EEccoonnoommyy
The outlook for the District is favorable if things
go well nationally. However, because the rate of
growth in federal spending is expected to slow,
the growth in the District’s economy for FY 2006
and FY 2007 is not expected to outpace that of
the U.S. economy as it did in FY 2004 and FY
2005 (see tables 4-1 and 4-2 for key variables
reflecting the District’s economy).  

The driving forces in expected gains in out-
put, income, and employment in FY 2006 and
FY 2007 are private sector services (profession-
al and business services, health, education,
membership organizations, retail, and hospital-
ity) along with federal government spending.
(Federal government employment will not
increase, however.) The Financial Plan also
assumes that inflation will decline in FY 2007.
The value of real estate is expected to continue
to increase in both FY 2006 and FY 2007,
although the number of transactions will not.
In FY 2006 and FY 2007 resident employment
and the number of households are both expect-
ed to increase. 

Highlights of the economic assumptions are:
■ Slower growth in nominal Gross State Product.1

Growth rates in FY 2006 and FY 2007 are
6.1 percent and 5.6 percent, respectively,
somewhat less than the 7.6 percent growth
for FY 2005.  The slower growth rate in the
next two years reflects a slowing down in the
growth of federal spending and the fact that
the District has already recovered from earli-
er slowdowns.  Major services, government

the American Indian.  The dedication of the
parking tax to DDOT means that growth for FY
2006 will only be 3.2 percent in FY 2006, rising
to 6.5 percent in FY 2007.

In all, despite a growing D.C. economy, total
local revenue available for general fund purposes
in FY 2006 is forecast to be just 0.8 percent
greater than in FY 2005, but growth in FY 2007
will rise to 5.2 percent. The growth in total local
general fund revenue in FY 2005 was 9.9 percent
over FY 2004.

Although the national and local economies
continue to show considerable strength, recent
developments point to a number of possible
risks.  For example, the U.S. economy continues
to grow, but much of this depends upon contin-
ued gains in consumer spending.  Consumers are
heavily indebted, with net saving rates close to
zero.  Were consumers to cut back on spending,
a slowing U.S. economy would eventually
impact the District economy, primarily through
its dampening effect on tourism receipts, other
retail sales, and corporate profits. 

Also, driven primarily by higher oil prices,
inflation may be a real threat to the national
economy. Rising inflation combined with cur-
rent imbalances in the economy—in particular,
the record-level budget and trade deficits—could
lead to a rapid upward movement in long-term
interest rates. The District’s revenue estimates are
vulnerable to a sharp rise in the interest rate; our
forecast calls for a gradual rise in long-term inter-
est rates. More rapid increases in interest rates
could cause more slowing of growth in the real
estate market than we are forecasting here.  The
uncertainties involved in projecting changes in
real estate markets that have such a big impact on
revenues are comparable with those encountered
a few years earlier in trying to anticipate the per-
formance of the stock market, which had such a
large impact on income tax revenues. 

The S&P 500 stock index on December 31,
2005 was just 3.0 percent higher than a year ear-
lier, and increases that occurred over the past year
are very tentative and uneven. A sharp decline, or
a prolonged period of stagnation in the U.S.
stock market, would adversely affect the District’s
revenues, particularly individual income tax rev-
enues as stock market returns for the current year



(0.6 percent) from FY 2005.  The unem-
ployment rate is expected to decline from 7.7
percent in FY 2005 to 6.1 percent in each of
FY 2006 and FY 2007, as the increase in
D.C. resident employment outpaces the
increase in the District’s labor force.  

RReevveennuueess
The FY 2007 and revised FY 2006 estimates show
General Fund revenues of $5.225 billion and
$4.850 billion, respectively (see Table 3-3). These
amounts include local source General Purpose
Tax, Non-Tax, and Special Purpose Revenues, and
proposed tax policy changes.  Table 3-3 reports
estimated revenue by revenue source for the peri-
od FY 2006 to FY 2010, along with actual FY
2005 revenues.  

The total local fund portion of General Fund
revenue (without policy proposals) is estimated to
be $4.502 billion in FY 2006 and $4.738 in FY
2007, representing growth of 5.2 percent (see table
4-3).  The projected out-year growth in 2008-
2010 exceeds 5 percent in each year.  Total tax rev-
enue is estimated to be $4.110 billion in FY 2006
and $4.342 billion in FY 2007, representing
growth of 5.6 percent. The projected tax revenue
growth in 2008 is 6.3 percent, declining to 6.1
percent in 2009 and dropping to 5.8 percent in
2010.

SSppeecciiffiicc  RReevveennuuee  SSoouurrcceess
The income taxes account for 32.5 percent of esti-
mated local general fund revenues in FY 2006, fol-
lowed by 26.1 percent in property tax revenues,
19.2 percent in sales tax revenues, and 22.2 per-
cent from all other sources (see figure 4-1). The
Other Taxes include Deed Taxes (Deed
Recordation, Deed Transfer, Economic Interest),
and the Estate Tax.  

spending, and retail and hospitality all con-
tribute significantly to the increase in GSP.  

■ Continued growth in jobs located in D.C.  The
number of jobs in the District in FY 2006 is
expected to show a net increase of 8,300 (1.2
percent), then increase another 7,800 (1.1
percent) in FY 2007, with all gains in private
sector services.  The percent gain in FY 2006
slightly exceeds that in FY 2005. 

■ Slower personal income growth.2 Growth rates
in FY 2006 and FY 2007 are 5.4 percent and
5.6 percent, respectively, down from 7.3 per-
cent growth for FY 2005. 

■ Lower inflation expected in FY 2007.  The
Financial Plan assumes D.C. inflation will be
3.3 percent in FY 2006 and 2.2 percent in FY
2007.  The rate in FY 2005 was 3.9 percent.

■ The number of housing sales projected to
decline, while the average price continues to
increase. 3 In FY 2006 the number of hous-
ing sales is expected to decrease about 9.5
percent and another 7.9 percent in FY 2007.
However, the average price of units sold is
expected to increase 8.8 percent, and rise again
in FY 2007 by another 5.8 percent. This
increase in prices, down from the 20.9 percent
increase experienced in FY 2005, is due to both
supply and demand factors in the District’s res-
idential market.  Comparable changes are
expected in commercial values as well.

■ Population and employment gains are projected.
In FY 2006 and FY 2007 the increases in
housing construction and in the number of
District households is expected to translate
into gains in total population and employed
residents as well.  Accordingly, the Financial
Plan assumes that FY 2005 will be the end-
ing point for declines in population that
occurred in prior years; the FY 2006 esti-
mated population of 553,900 is up 3,400

Revenue
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1 GSP, the value added in production by the labor and property located in a state, is a measure of the gross output of all indus-
tries in a state.
2 Personal income is a measure of before-tax income received by all persons in a state. It is the total of net earnings by place of
residence, rental income, personal dividend income, personal interest income, and transfer payments.  Wages and salaries are the
biggest component of personal income.   Health and other employee benefits are also a significant component.
3 In the table, the number of sales and average price of residential real estate is measured by the average selling price of single
family and condominium units as reported by the Metropolitan Regional Information System (MRIS), as accessed through the
Greater Capital Area Association of Realtors.  The MRIS system reports only sales handled by brokers. 
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Table 3-3
General Fund Revenue by Source, Fiscal Year 2005 Actual, Fiscal Years 2006-
2010 Estimates and Projections
($ thousands)

FFYY  22000055 FFYY  22000066 FFYY  22000077 FFYY  22000088 FFYY  22000099 FFYY  22001100
RReevveennuuee  SSoouurrccee AAccttuuaall RReevviisseedd OOrriiggiinnaall PPrroojjeecctteedd PPrroojjeecctteedd PPrroojjeecctteedd
Real Property 1,058,100 1,119,770 1,229,342 1,332,983 1,428,388 1,524,553

Personal Property (net) 62,068 54,549 55,165 55,960 56,974 57,644

Public Space 15,628 NA NA NA NA NA

TToottaall  PPrrooppeerrttyy 11,,113355,,779966 11,,117744,,331199 11,,228844,,550077 11,,338888,,994433 11,,448855,,336622 11,,558822,,119977

General Sales (gross) 845,798 870,759 922,616 969,043 1,019,501 1,073,431

Convention Center Transfer (77,490) (78,210) (78,250) (82,313) (86,588) (91,091)

General Sales (net) 768,308 792,549 844,366 886,730 932,913 982,340

Alcohol 5,051 5,013 4,977 4,944 4,912 4,882

Cigarette 22,336 20,238 19,724 19,223 18,735 18,260

Motor Vehicle 42,380 44,359 46,431 48,599 50,869 53,245

TToottaall  SSaalleess 883388,,007755 886622,,115599 991155,,449988 995599,,449966 11,,000077,,442299 11,,005588,,772277

Individual Income 1,160,074 1,135,146 1,144,252 1,207,798 1,280,652 1,352,874

Corporation Franchise 195,492 203,175 219,064 232,614 244,254 253,958

U. B. Franchise 116,866 126,999 138,264 151,915 166,561 182,511

TToottaall  IInnccoommee 11,,447722,,443322 11,,446655,,332200 11,,550011,,558800 11,,559922,,332277 11,,669911,,446677 11,,778899,,334433

Public Utility (gross) 174,084 166,041 166,042 166,043 166,043 166,044

Baseball Gross Receipts Tax (8,045) (9,184) (9,303) (9,424) (9,546) (9,546)

Public Utility (net) 166,039 156,857 156,739 156,619 156,497 156,498

Toll Telecommunication (gross) 55,486 54,607 54,612 54,721 54,742 54,760

Baseball Gross Receipts Tax (910) (3,162) (3,165) (3,165) (3,165) (3,165)

Toll Telecommunication (net) 54,576 51,445 51,447 51,556 51,577 51,595

Insurance Premiums 48,888 48,000 48,000 48,000 48,000 48,000

Healthcare Provider Tax 0 8,000 11,000 11,000 11,000 11,000

TToottaall  GGrroossss  RReecceeiippttss 226699,,550033 226644,,330022 226677,,118866 226677,,117755 226677,,007744 226677,,009933

Estate 29,257 21,420 20,072 19,352 18,657 18,652

Deed Recordation (gross) 190,048 208,516 228,555 250,427 274,343 300,543

Transfer to HPTF (28,507) (31,277) (34,283) (37,564) (41,151) (45,081)

Deed Recordation (net) 161,541 177,239 194,272 212,863 233,192 255,462

Deed Transfer (gross) 146,929 161,663 177,490 194,849 213,886 234,782

Transfer to HPTF (22,039) (24,250) (26,624) (29,227) (32,083) (35,217)

Deed Transfer (net) 124,890 137,413 150,866 165,622 181,803 199,565

Economic Interests 10,593 8,000 8,000 8,000 8,000 8,000

TToottaall  OOtthheerr  TTaaxxeess  332266,,228811 334444,,007722 337733,,221100 440055,,883377 444411,,665522 448811,,667799

TTOOTTAALL  TTAAXXEESS 44,,004422,,008877 44,,111100,,117722 44,,334411,,998811 44,,661133,,777788 44,,889922,,998844 55,,117799,,003399

Licenses & Permits 74,010 68,408 70,845 68,604 71,661 68,705

Fines & Forfeits 108,012 110,637 107,336 103,221 99,990 96,497

Charges for Services 51,344 50,513 53,218 52,460 54,161 54,175

Miscellaneous Revenue 119,061 90,289 92,176 93,792 95,146 98,141

TTOOTTAALL  NNOONN--TTAAXX 335522,,442277 331199,,884477 332233,,557755 331188,,007777 332200,,995588 331177,,551188
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Table 3-3 (continued)
General Fund Revenue by Source, Fiscal Year 2005 Actual, Fiscal Years 2006-
2010 Estimates and Projections
($ thousands)

FFYY  22000055 FFYY  22000066 FFYY  22000077 FFYY  22000088 FFYY  22000099 FFYY  22001100
RReevveennuuee  SSoouurrccee AAccttuuaall RReevviisseedd OOrriiggiinnaall PPrroojjeecctteedd PPrroojjeecctteedd PPrroojjeecctteedd
Lottery/Interfund Transfer 71,450 72,000 72,100 72,100 72,100 72,100

TTOOTTAALL  LLOOCCAALL  FFUUNNDD  

RREEVVEENNUUEE 44,,446655,,996644 44,,550022,,001199 44,,773377,,665566 55,,000033,,995555 55,,228866,,004422 55,,556688,,665577

SSPPEECCIIAALL  PPUURRPPOOSSEE  RREEVVEENNUUEE  

FFUUNNDDSS 331111,,778899  334477,,553388  337722,,884411  337733,,553344  337722,,995544  338866,,882299

TTOOTTAALL  GGEENNEERRAALL  FFUUNNDD  WWIITTHHOOUUTT  

PPOOLLIICCYY  PPRROOPPOOSSAALLSS  44,,777777,,775533  44,,884499,,555577  55,,111100,,449977  55,,337777,,449900  55,,665588,,999966  55,,995555,,448866
TTOOTTAALL  GGEENNEERRAALL  FFUUNNDD  
WWIITTHHOOUUTT  PPOOLLIICCYY  PPRROOPPOOSSAALLSS
PPLLUUSS  TTAAXX  RREEVVEENNUUEESS  
TTRRAANNSSFFEERRRREEDD  OOUUTT 44,,994444,,110033  55,,004455,,005511  55,,330099,,004499  55,,558888,,992288  55,,887744,,993344  66,,117766,,881100  

PPOOLLIICCYY  PPRROOPPOOSSAALLSS::

LLooccaall  FFuunndd  RReevveennuuee::
Increased Compliance 
Enforcement 49,000 70,000 66,000 64,250 
SSuubbttoottaall,,  LLooccaall  FFuunndd  RReevveennuuee  
PPrrooppoossaallss 4499,,000000 7700,,000000  6666,,000000  6644,,225500  

SSppeecciiaall  PPuurrppoossee  RReevveennuuee  
((OO--ttyyppee))  FFuunnddss::

911 Fee 15,000 15,105 15,211 15,317

CareFirst 3,500 3,500 3,500 3,500

Residential Deed Tax Increase 47,200 51,800 56,800 62,300

Transfer to HPTF 7,000 7,800 8,500 9,400

Transfer to Comprehensive 

Housing Strategy Fund 40,200 44,000 48,300 52,900
SSuubbttoottaall,,  SSppeecciiaall  PPuurrppoossee  
RReevveennuuee  FFuunndd  PPrrooppoossaallss 6655,,770000 7700,,440055 7755,,551111 8811,,111177

TTOOTTAALL  PPOOLLIICCYY  PPRROOPPOOSSAALLSS 111144,,770000 114400,,440055  114411,,551111  114455,,336677  

TTOOTTAALL  GGEENNEERRAALL  FFUUNNDD  WWIITTHH  
PPOOLLIICCYY  PPRROOPPOOSSAALLSS 44,,777777,,775533  44,,884499,,555577  55,,222255,,119977  55,,551177,,889955  55,,880000,,550077  66,,110000,,885533    

TTOOTTAALL  GGEENNEERRAALL  FFUUNNDD  
WWIITTHH  PPOOLLIICCYY  PPRROOPPOOSSAALLSS
PPLLUUSS  TTAAXX  RREEVVEENNUUEESS  
TTRRAANNSSFFEERRRREEDD  OOUUTT 44,,994444,,110033  55,,004455,,005511  55,,442233,,774499  55,,772299,,333333  66,,001166,,444455  66,,332222,,117777    
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PPoolliiccyy  PPrrooppoossaallss
The Fiscal Year 2007 Budget Support Act
contains four policy proposals that affect
District of Columbia revenues:
■ Change the tax treatment of CareFirst;
■ Increase the 911 fee to pay for 911 ser-

vices;
■ Increase residential deed taxes to fund

housing initiatives; and
■ Increased compliance enforcement.

CChhaannggee  tthhee  TTaaxx  TTrreeaattmmeenntt  ooff  CCaarreeFFiirrsstt
Under current law, the insurance premiums tax
rate charged to CareFirst is 1.0 percent, instead
of the full 1.7 percent insurance premiums tax
rate.  This lower rate was contingent upon
CareFirst establishing an open enrollment pro-

gram and depositing the revenue from the 1.0
percent tax into a Rate Stabilization Fund.
However, the open enrollment program has not
been established to the full satisfaction of the
District.  In fact, in FY 2004, at the request of
the Department of Insurance, Securities and
Banking, CareFirst returned $2.776 million in
insurance premiums taxes to the District’s
General Fund.  

The proposed change in law would
increase the insurance premiums tax rate on
CareFirst to the full 1.7 percent and deposit
the entire amount into an Affordable Health
Coverage fund, which will be used by the
Department of Health to fund health cover-
age programs for District residents.  The esti-
mated revenue in FY 2007 from imposing
the full 1.7 percent rate on CareFirst is $5.5

Table 3-3 (continued)
General Fund Revenue by Source, Fiscal Year 2005 Actual, Fiscal Years 2006-
2010 Estimates and Projections
($ thousands)

FFYY  22000055 FFYY  22000066 FFYY  22000077 FFYY  22000088 FFYY  22000099 FFYY  22001100
RReevveennuuee  SSoouurrccee aaccttuuaall rreevviisseedd oorriiggiinnaall pprroojjeecctteedd pprroojjeecctteedd pprroojjeecctteedd
AADDDDEENNDDUUMM
TTaaxx  RReevveennuueess  TTrraannssffeerrrreedd  oouutt
ooff  tthhee  GGeenneerraall  FFuunndd

Convention Center 

Sales Tax 77,490 78,210 78,250 82,313 86,588 91,091

Tax Increment Financing

Sales & Property Tax 22,840 24,190 25,187 26,102 26,777

Ballpark Fund

Sales Tax 8,547 11,348 12,500 19,808 18,596 18,301

Public Utility 8,046 9,184 9,303 9,424 9,546 9,546

Toll Telecommunication 909 3,162 3,165 3,165 3,165 3,165

Gross Receipts 16,207 14,000 14,000 14,000 14,000 14,000

Highway Trust Fund

Motor Fuel Tax 25,912 26,750 26,844 26,938 27,032 27,221

DDOT Capital

Parking Tax 29,239 30,000 30,300 30,603 30,909 31,224

TToottaall  TTrraannssffeerrss 116666,,335500 119955,,449944 119988,,555522 221111,,443388 221155,,993388 222211,,332255



Revenue

3-9

million.  However, the certified revenue esti-
mate assumed that CareFirst would continue
to return a minimum of $2 million to the
General Fund in FY 2007 and beyond.  As
such, the net revenue increase from this pro-
posed change in law is $3.5 million.

IInnccrreeaassee  tthhee  991111  FFeeee  ttoo  PPaayy  ffoorr  991111
SSeerrvviicceess
Currently, the 911 fee structure is $0.76 per
month per phone line (both wireline and
wireless).  The rate on Centrex phone lines is
$0.62 per month per phone line.  This pro-
posal would increase both monthly rates to
$1.45 in order to generate $15 million.  The
funds would be added to the existing special
revenue fund dedicated to 911 and 311
assessments and would ensure that the
911/311 special revenue fund would have
adequate resources to fully fund 911/311 ser-
vices.  Currently, 911/311 services are sup-
ported by both the special revenue fund and
general fund resources.

DDeeeedd  TTaaxx  RRaattee  IInnccrreeaassee
This proposal increases the deed recordation
and transfer tax rates on residential sales from
1.1 percent to 1.5 percent. This proposal will
generate gross revenue of $47.2 million in FY
2007 with $7.0 million (15% of the gross)
transferred to the Housing Production Trust
Fund and the remainder of $40.2 million
dedicated to the Comprehensive Housing
Strategy Fund.

IInnccrreeaasseedd  CCoommpplliiaannccee  EEnnffoorrcceemmeenntt
This proposal comprises several initiatives by
the Office of Tax and Revenue to increase
compliance in the reporting and paying of
District taxes. The initiatives include: full
implementation of the Clean Hands by all
DC agencies issuing licenses; reducing the
rate of fraud associated with Schedule C fil-
ings, the earned income tax credit (EITC),
and the sales and use tax; greater auditing of
the District’s Homestead program; and step-
ping up the identification and review of

Figure 4-1 
FY 2006 Local Fund Revenue

Lottery, 1.6%
Non-Tax 
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Gross Receipts 
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vacant properties to reduce the number of
exceptions. The increased compliance
enforcement efforts are estimated to generate
$49.0 million in FY 2007.

PPrroocceedduurreess  ffoorr  EEssttiimmaattiinngg
RReevveennuuee  
The process of estimating revenue begins a
year in advance. The estimates for FY 2007,
for instance, were begun in September 2005. 

In September we issue a revenue call to all
agencies requesting reports and projections on
the amount of user fees, fines, and other types of
non-tax income agencies expect to generate.

Economic forecasting assumptions for the
District are received from two nationally
known economic analysis and forecasting
firms, Global Insight, Inc. (formerly DRI-
WEFA) and Economy.com, in late summer
or late fall. These assumptions help us build
the base for growth over the forecast horizon. 

During the late summer and throughout
the fall, analysts maintain contact with peo-
ple throughout the District government who
are knowledgeable of the collection of all tax
and non-tax revenues. This includes the
Office of Tax and Revenue and agencies that
have user fees or that impose fines. This gives
us a good feel for progress in meeting the cur-
rent year's goals and for understanding likely
trends in the near future. 

Analysts follow the year-end closing to be
aware of accounting issues that might affect
revenues – for instance, changes in accounts
receivable or reserves that might impact rev-
enue numbers.

Two advisory groups help us understand
the economy:
■ The first, a technical advisory group,

meets in December and June and is com-
posed of experts in revenue forecasting.
Membership includes representatives
from the Congressional Budget Office
(CBO), the Richmond Federal Reserve,
the Commonwealth of Virginia, the State
of Maryland, and other jurisdictions and
related organizations.

■ The second advisory group, composed of
knowledgeable local business representa-

tives, advises us about current economic
trends and helps us understand where the
private sector thinks things are heading.
This group meets with us in February and
July. Members of this group represent the
hotel and tourism industry, real estate and
housing, banking and finance, neighbor-
hood groups, downtown development
interests, the education sector, and other
interests. 
Updated economic assumptions are

received from forecasting firms in January.
This allows us to fine-tune our projections
based on the most recent data available before
the final forecasts are released. 

At the end of January, CBO releases its
Winter Report. This provides recent and
valuable guidance on where the national
economy is expected to go over the next ten
years. As the national economy has a great
deal of impact on the D.C. economy, this
report is a valuable tool in the final stages of
the revenue estimation process. 

Subsequent steps in revenue estimating
are part technical and part investigative.

The technical part of revenue estimating
involves using econometric methods to find
statistically valid models that replicate past
collections and project confidence intervals
for future collections. The models use
explanatory variables to account for revenue
collections over time relying on relationships
between (a) the money collected by the
District in a given tax type, and (b) econom-
ic variables that track the underlying tax base.
For example, in the unincorporated business
tax, one model shows a strong lagged rela-
tionship between employment in construc-
tion and activity in the real estate market (as
measured by collections in the transfer tax).
This makes sense given that much of the
activity that is taxed by the unincorporated
business franchise tax is in the real estate and
construction segments of the D.C. economy.
The economic forecasting variables are used
directly in these methodologies. 

The rest of the process is where the inves-
tigating comes into play. The next step is to
incorporate the revenue impact of legislation
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Table 3-4
Percentage Changes in General Fund, Local Revenue by Source 
(percentage changes from prior FY, except where noted)

FFYY  22000044 FFYY  22000055 FFYY  22000066 FFYY  22000077 FFYY  22000088 FFYY  22000099 FFYY  22001100

((aaccttuuaall)) ((aaccttuuaall)) ((rreevv..)) ((oorriigg..)) ((pprroojj..)) ((pprroojj..)) ((pprroojj..))

RReevveennuuee  SSoouurrccee (($$  tthhoouussaannddss))

Real Property 947,690 11.7% 5.8% 9.8% 8.4% 7.2% 6.7%

Personal Property (net) 63,558 -2.3% -12.1% 1.1% 1.4% 1.8% 1.2%

Public Space 16,728 -6.6% -100.0% NA NA NA NA
TToottaall  PPrrooppeerrttyy 11,,002277,,997766 1100..55%% 33..44%% 99..44%% 88..11%% 66..99%% 66..55%%

General Sales (gross) 732,994 15.4% 3.0% 6.0% 5.0% 5.2% 5.3%

Convention Center Transfer (61,977) 25.0% 0.9% 0.1% 5.2% 5.2% 5.2%
General Sales (net) 671,017 14.5% 3.2% 6.5% 5.0% 5.2% 5.3%

Alcohol 5,090 -0.8% -0.8% -0.7% -0.7% -0.6% -0.6%

Cigarette 20,765 7.6% -9.4% -2.5% -2.5% -2.5% -2.5%

Motor Vehicle 40,437 4.8% 4.7% 4.7% 4.7% 4.7% 4.7%
TToottaall  SSaalleess 773377,,330099 1133..77%% 22..99%% 66..22%% 44..88%% 55..00%% 55..11%%

Individual Income 1,042,309 11.3% -2.1% 0.8% 5.6% 6.0% 5.6%

Corporation Franchise 168,353 16.1% 3.9% 7.8% 6.2% 5.0% 4.0%

U. B. Franchise 88,347 32.3% 8.7% 8.9% 9.9% 9.6% 9.6%
TToottaall  IInnccoommee 11,,229999,,000099 1133..44%% --00..55%% 22..55%% 66..00%% 66..22%% 55..88%

Public Utility (gross) 169,494 2.7% -4.6% 0.0% 0.0% 0.0% 0.0%

Baseball Gross Receipts Tax 0 NA 14.2% 1.3% 1.3% 1.3% 0.0%
Public Utility (net) 169,494 -2.0% -5.5% -0.1% -0.1% -0.1% 0.0%

Toll Telecommunication (gross) 54,951 1.0% -1.6% 0.0% 0.2% 0.0% 0.0%

Baseball Gross Receipts Tax 0 NA 247.5% 0.1% 0.0% 0.0% 0.0%
Toll Telecommunication (net) 54,951 -0.7% -5.7% 0.0% 0.2% 0.0% 0.0%

Insurance Premiums 47,452 3.0% -1.8% 0.0% 0.0% 0.0% 0.0%

Healthcare Provider Tax 0 NA NA 37.5% 0.0% 0.0% 0.0%
TToottaall  GGrroossss  RReecceeiippttss 227711,,889977 --00..99%% --11..99%% 11..11%% 00..00%% 00..00%% 00..00%%

Estate 26,466 10.5% -26.8% -6.3% -3.6% -3.6% 0.0%

Deed Recordation (gross) 193,555 -1.8% 9.7% 9.6% 9.6% 9.6% 9.6%

Transfer to HPTF (29,033) -1.8% 9.7% 9.6% 9.6% 9.5% 9.6%
Deed Recordation (net) 164,522 -1.8% 9.7% 9.6% 9.6% 9.6% 9.6%

Deed Transfer (gross) 143,232 2.6% 10.0% 9.8% 9.8% 9.8% 9.8%

Transfer to HPTF (21,485) 2.6% 10.0% 9.8% 9.8% 9.8% 9.8%
Deed Transfer (net) 121,747 2.6% 10.0% 9.8% 9.8% 9.8% 9.8%

Economic Interests 16,269 -34.9% -24.5% 0.0% 0.0% 0.0% 0.0%
TToottaall  OOtthheerr  TTaaxxeess  332299,,000044 --00..88%% 55..55%% 88..55%% 88..77%% 88..88%% 99..11%%

TTOOTTAALL  TTAAXXEESS 33,,666655,,119955 1100..33%% 11..77%% 55..66%% 66..33%% 66..11%% 55..88%%
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and recommend changes where they find
areas of weakness. Overall, they concluded
that ORA uses sound methodologies and
implements them competently. They also
found that the greatest cause of uncertainty
in the estimates is the quality of the data. 

AAddddiittiioonnaall  IInnffoorrmmaattiioonn  oonn  DD..CC..
RReevveennuueess
Table 3-4 provides information on the per-
centage changes in General Fund, Local
Revenue by source

Table 3-4 (continued)
Percentage Changes in General Fund, Local Revenue by Source 
(percentage changes from prior FY, except where noted)

FFYY  22000044 FFYY  22000055 FFYY  22000066 FFYY  22000077 FFYY  22000088 FFYY  22000099 FFYY  22001100

((aaccttuuaall)) ((aaccttuuaall)) ((rreevv..)) ((oorriigg..)) ((pprroojj..)) ((pprroojj..)) ((pprroojj..))

RReevveennuuee  SSoouurrccee (($$  tthhoouussaannddss))

Licenses & Permits 61,505 20.3% -7.6% 3.6% -3.2% 4.5% -4.1%

Fines & Forfeits 99,478 8.6% 2.4% -3.0% -3.8% -3.1% -3.5%

Charges for Services 53,705 -4.4% -1.6% 5.4% -1.4% 3.2% 0.0%

Miscellaneous Revenue 109,011 9.2% -24.2% 2.1% 1.8% 1.4% 3.1%
TTOOTTAALL  NNOONN--TTAAXX 332233,,669999 88..99%% --99..22%% 11..22%% --11..77%% 00..99%% --11..11%%

Lottery/Interfund Transfer 73,500 -2.8% 0.8% 0.1% 0.0% 0.0% 0.0%
TTOOTTAALL  LLOOCCAALL  GGEENNEERRAALL  FFUUNNDD  44,,006622,,339944 99..99%% 00..88%% 55..22%% 55..66%% 55..66%% 55..33%%

and additional factors that cannot be cap-
tured by econometric models. For instance,
when we were developing revenue projections
prior to the opening of the new convention
center we knew there would be an impact in
the amount of revenue generated by the sales
tax, particularly at the restaurant and hotel
sales tax rates. No econometric model can
capture this impact. However, an estimate of
the impact must be included in our revenue
projections. 

The final step is to run a reality check on
the numbers produced. To do this, we com-
pare the projected trends with those of the
Congressional Budget Office and neighbor-
ing jurisdictions. If our projections are sub-
stantially different for individual income tax
collections than what CBO is projecting, for
example, we need to explain the difference.
This helps ensure that our understanding and
knowledge of the fundamentals of a tax type
are consistent with those of other profession-
als in the field. The pattern of changes over
the projection horizon is also scrutinized in
this phase of the process. A dramatic jump or
drop from one period to the next needs to be
understood. 

For the FY 2003 estimates, we contracted
with KPMG to review our data and estimat-
ing methodologies, determine whether the
methodologies are correctly implemented,
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IInnttrroodduuccttiioonn
The District of Columbia continues to make progress in
implementing its Capital Improvement Plan (CIP).
The proposed FY 2007-FY 2012 capital budget
includes major investments in schools and libraries as
well as continuing investments in affordable housing,
economic development, parks and recreation centers,
mass transit, and a variety of other areas.  The District
faces two challenges that limit its ability to expand its
CIP as much as might be desired: it must work within a
constrained borrowing environment, because its debt
per capita is so high, and it must continue reducing the
deficit in its General Capital Improvements fund.

The Mayor’s proposed FY 2007-FY 2012 capital
budget calls for financing $656.3 million of general cap-
ital expenditures in FY 2007, from the following
sources:
■ $400 million of General Obligation (G.O.) bonds,
■ $181.5 million of pay-as-you-go (Paygo) capital

financing--a transfer of funds from the General
Fund to the General Capital Improvements Fund--
and

■ $74.8 million through the master equipment lease
program.
Several other sources are proposed to finance several

large-scale capital projects as well.
Of the FY 2007 Paygo total, $100 million is the first

year’s installment of a newly enacted $1 billion plan for
schools modernization for the D.C. Public Schools
(DCPS).  The plan calls for $100 million of operating
budget revenue to be transferred each year to DCPS.
This financing will supplement G.O. bond-financed
capital projects, for which DCPS is already scheduled to
receive budget authority.

This highlights chapter summarizes
■ The proposed FY 2007-FY 2012 capital budget and

planned expenditures;
■ Details on the District's sources of funds for capital

expenditures; and
■ The shortfall in the capital fund, and steps the

District will take to reduce the shortfall.

TThhee  PPrrooppoosseedd  FFYY  22000077--FFYY  22001122  CCaappiittaall
BBuuddggeett  aanndd  PPllaannnneedd  EExxppeennddiittuurreess
The District budgets for capital using a six-year CIP,
which is updated annually.  The CIP consists of the
appropriated budget authority request for the upcoming
fiscal year and projected funding as well as expenditure
plans for the next five years.  The proposed FY 2007-FY
2012 CIP includes many of the projects from last year’s
CIP, but some projects are proposed to receive different
levels of funding, and new projects have been added as
well.

The CIP is used as the basis for formulating the
District's annual capital budget.  The Council and the
Congress adopt the budget as part of the District's over-
all six-year CIP.  Following approval of the capital bud-

Capital Improvements Plan

FY 2007 - FY 2012

Table 4-1
Overview
(Dollars in thousands)*

Total number of projects receiving funding 193

Number of ongoing projects receiving funding 113

Number of new projects receiving funding 80

FY 2007 new budget allotments $507,371

FY 2007 expenditures planned from prior allotments $148,929

Total FY 2007 planned expenditures $656,300

Total FY 2007 to FY 2012 planned funding $3,188,693

Total FY 2007 to FY 2012 planned expenditures $3,188,693

FY 2007 Appropriated Budget Authority Request** $1,995,455

FY 2007 Planned Debt Service (G.O. Bond) $409,614

FY 2007-FY 2010 Planned Debt Service (G.O. Bond) $1,955,872

* Local funds only; excludes projects financed through Local Streets Maintenance
Fund, Highway Trust Fund, revenue bonds, Certificates of Participation, financing for
baseball, or other one-time borrowing, except where noted.

** From all funds, excluding only projects financed through Local Streets
Maintenance Fund and Highway Trust Fund.



FY 2007 Proposed Budget and Financial Plan

4-2

get, bond acts and bond resolutions are adopted to
finance the majority of projects identified in the capital
budget.  Inclusion of a project in a congressionally
adopted capital budget and approval of requisite financ-
ing gives the District the authority to spend funds for
each project.  The remaining five years of the program
show the official plan for making improvements to
District-owned facilities in future years

The District uses two terms in describing budgets
for capital projects:
■ Budget authority is given to a project at its outset in

the amount of its planned lifetime budget; it can
later be increased or decreased during the course of
implementing the project.  The District's appropria-
tion request consists of changes to budget authority
for all projects in the CIP.

■ Allotments are planned expenditure amounts on an
annual basis.  A multi-year project receives full bud-
get authority in its first year but only receives an
allotment in the amount that is projected to be spent
in that first year.  In later years, additional allotments
are given annually.  If a year's allotment would
increase the total allotments above the lifetime bud-
get amount, an increase in budget authority is
required to cover the difference.
Agencies may obligate funds up to the limit of (life-

time) budget authority for a project but cannot spend
more than the total of allotments the project has received
to date.

The FY 2007 - FY 2012 local funds CIP proposes a
net increase in budget authority of $1.637 billion dur-
ing the next six fiscal years (an increase of $1.698 billion
of new budget authority offset by $61 million of rescis-
sions).

Planned capital expenditures from local sources in
FY 2007 total $656.3 million, of which $581.5 million
is to be funded by G.O. bonds and Paygo financing
(transfers from the District's General Fund).  To finance
this $581.5 million of expenditures, the District plans to
borrow $400 million in new G.O. bonds and fund the
remaining $181.5 million using Paygo financing.

Two features of the proposed FY 2007-2012 capital
budget will help reduce the deficit in the District’s capi-
tal fund.  First, new allotments from all finanincg
sources will be limited to $507.4 million.  The other
$148.9 million of planned FY 2006 expenditures will be
against allotments that agencies have received in prior
years for their capital projects.  By providing more
financing than the new allotments awarded, the District

will finance expenditures against previously awarded
budget allotments.  Second, actual G.O. bond borrow-
ing will be $450 million, although only $400 million
will be made available for F Y2007 capital expenditures.
The other $50 million will go toward deficit reduction
for the capital fund.

After several years of underfunding, the District has
significantly increased its expenditures to reinvest in its
infrastructure.  However, even today, it is not able to
fund all its identified capital needs.  The District is lim-
ited by funding as well as competing demands on capi-
tal. As a result of these demands, the District has taken
action to meet its priorities while also maintaining a fis-
cally sound CIP.  First, it has prioritized its capital pro-
jects and rescinded budget authority from those projects
it deemed less important.  Second, it has reallocated
funding to high priority projects - both existing and new
so that it can meet its most pressing infrastructural
needs.

Figure 4-1 illustrates the distribution of new FY
2007 allotments by major agency.  Funding for D.C.
Public Schools (DCPS), including schols modernization
funding, constitutes the largest share of the planned
expenditures.  DCPS will have a total of $223.3 million
available from three sources of capital project financing
in FY 2007:
■ New G.O. bond allotments ($63.3 million)
■ Paygo transfer from sales tax revenue ($100.0 mil-

lion)
■ First portion of FY 2006 Schools Modernization

fund ($60 million, estimated).
A significant portion of funding also goes to the

Office of the Chief Technology Officer and the
Washington Metropolitan Area Transit Authority.

Table 4-2 summarizes planned capital expenditure
amounts for FY 2007 and budget authority requests for
FY 2007-FY 2012.  It includes both local funds (G.O.
bond, Paygo, and master equipment lease) and special
financings that are discussed in greater detail below.

Figure 4-2 illustrates the planned funding by fund
type for local funds projects in FY 2007.  This figure
shows that the primary source of funding for the capital
improvements program is through its issuance of gener-
al obligation bonds, but a significant proportion is from
Paygo.  

The capital fund pro forma, table 4-3, summarizes
the sources and uses for local funds in the District’s CIP.
The project description forms that constitute the detail
of the capital appendices volume include all projects
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Table 4-2
Proposed FY 2007 Expenditures and FY 2007-FY 2012 Capital Budget Authority
(Dollars in thousands)

PPrrooppoosseedd  FFYY  22000077 PPrrooppoosseedd  FFYY  22000077--FFYY  22001122
SSoouurrccee EExxppeennddiittuurreess BBuuddggeett  AAuutthhoorriittyy

G.O. Bonds 400,000

PAYGO capital funding (transfer from the General Fund) 181,487

Master Equipment Lease financing 74,813

SSuubbttoottaall,,  LLooccaall  FFuunnddss  665566,,330000 11,,663377,,225555

Additional G.O. bond borrowing:

Capital fund deficit reduction 50,000 50,000

Schools Modernization Fund 60,000 0

Government Center buildings 200,000 18,200

Great Streets initiative (bus shelter revenue) 64,000 0

Revenue bonds:

New Communities (HPTF revenue) 75,000 15,000

Financing for baseball stadium 267,400 (est.) 63,000

Financing for National Capital Medical Center TBD 212,000

TToottaall 11,,337722,,770000 11,,999955,,445555

AAddddiittiioonnaall  SSoouurrcceess::

Local Street Maintenance Fund:

Rights-of-way funds Forthcoming (June) Forthcoming (June)

50 percent of parking tax revenue Forthcoming (June) Forthcoming (June)

Highway Trust Fund:

Federal Highway Administration grants Forthcoming (June) Forthcoming (June)

Local match from dedicated motor fuel tax revenues Forthcoming (June) Forthcoming (June)

D.C. Public Schools
32%

Office of the Chief Technology 
Officer
16%

Mass Transit Subsidies
10%Department of Youth Rehabilitation 

Services
6%

Anacostia Waterfront Corporation 
Subsidy

3%

All Other Agencies
33%

Figure 4-1
FY 2007 Capital Allotments, by Major Agency
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receiving new allotments in FY 2007 through FY 2012
from local sources, totaling $507.4 million.

DDeettaaiillss  oonn  tthhee  DDiissttrriicctt''ss  SSoouurrcceess  ooff  FFuunnddss
ffoorr  CCaappiittaall  EExxppeennddiittuurreess
The Mayor's proposed FY 2007-2012 capital budget
includes a number of funding sources.  The District uses
the following sources to fund capital budget authority
across a large number of agencies that have capital pro-
grams:
■ G.O. bonds;
■ Paygo capital funding; and
■ Master Equipment Lease financing.

Projects funded by these sources are detailed in the
Project Description Forms (PDFs) in the capital appen-
dicies.

Additional G.O. Bond borrowing of $50 million is
proposed for deficit reduction in the capital fund.

The Mayor also proposes to use additional G.O.
bond borrowing, revenue bonds, and a one-time bor-
rowing to finance specific projects:

Schools Modernization Fund: The Mayor proposes to
borrow $60 million in FY 2007 for the Schools
Modernization Fund by issuing G.O. bonds.  This fund
received $150 million of budget authority in the FY
2006 budget.  Because D.C. Public Schools is revising
its Master Facilities Plan, which is due to be released in
spring 2006, DCPS has not started spending against
this authority, and the District has not yet borrowed any
of the funds.  In FY 2007, borrowing is anticipated to
be $60 million, with the remainder of the borrowing to

occur in later years as DCPS finalizes its plans for these
funds.

Government Center Buildings: The Mayor proposes
to borrow $200 million for two Government Center
buildings, the Anacostia Gateway Building and the
Minnesota/Benning Center.  These centers will house
the District’s Departments of Transportation,
Employment Services, and Human Services.  In the FY
2006 budget, the District received $200 million of bud-
get authority to complete these projects by issuing
Certificates of Participation (COPs).  Rather than issue
COPs, the Mayor proposes to finance these projects
using more cost-effective G.O. bonds.  During FY
2006, the District reprogrammed $18.2 million of the
$200 million of budget authority to enable it to pur-
chase a building at 95 M St. SW for the Department of
Motor Vehicles (DMV).  In FY 2007, the Mayor is
requesting an additional $18.2 million of budget
authority to restore the Government Centers total to
$200 million.

Great Streets: The Mayor proposes to borrow $64
million in FY 2007 for the Great Streets initiative.  In
the FY 2006 budget, the District received $88 million
of budget authority to complete this project through a
securitization of revenues from a new bus shelter con-
tract.  Rather than securitizing these revenues, the
Mayor proposes to finance this project using more cost-
effective G.O. bonds.  Revenues from the bus shelter
contract will be dedicated to pay the debt service on this
additional G.O. debt.  The current plan is to use a lump
sum payment of $24 million that the District receives in

Figure 4-2
Source of Funds for Capital Expenditures, FY 2007

G.O. Bonds
69%

Pay-As-You-Go 
(PAYGO)

31%

Master Equipment 
Lease

0%
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Table 4-3
Capital Fund Pro Forma
(Dollars in thousands; excludes Highway Trust and Local Streets Maintenance Funds and special financings)

TToottaall,,  FFYY  22000077--PPeerrcceenntt  ooff
FFYY 22000077 FFYY 22000088 FFYY  22000099 FFYY  22001100 FFYY  22001111 FFYY  22001122 FFYY  22001122 ooff  FFYY  22000077

SSoouurrcceess::

G.O. Bonds 400,000 411,424 411,638 351,008 338,729 310,347 2,223,146 60.9%

Pay-As-You-Go (PAYGO) 181,487 106,000 112,360 119,102 126,248 133,823 779,019 27.7%

Master Equipment Lease 74,813 22,345 22,570 22,865 23,285 20,650 186,528 11.4%

TToottaall,,  SSoouurrcceess 665566,,330000  553399,,776699  554466,,556688  449922,,997755  448888,,226622  446644,,881199  33,,118888,,669933  110000..00%%

UUsseess::  NNeeww  AAlllloottmmeennttss

D.C. Public Schools 163,299 217,197 229,809 243,177 257,348 272,369 1,383,199 32.2%

Office of the Chief Technology Officer 79,336 21,546 16,884 17,549 14,839 8,900 159,054 15.6%

Mass Transit Subsidies 48,700 55,900 60,900 68,400 76,200 80,000 390,100 9.6%

Department of Youth Rehabilitation Services 28,500 3,000 0 0 0 0 31,500 5.6%

Anacostia Waterfront Corporation Subsidy 16,000 15,000 0 0 0 0 31,000 3.2%

D.C. Public Library 16,250 39,552 26,603 26,788 38,108 22,168 169,469 3.2%

Deputy Mayor for Economic Development 23,500 15,800 8,500 0 0 0 47,800 4.6%

Office of Property Management 14,760 43,660 35,520 21,820 19,920 18,820 154,500 2.9%

Department of Health 15,200 0 2,800 0 0 0 18,000 3.0%

Department of Transportation 14,405 11,500 10,400 6,100 1,500 1,500 45,405 2.8%

Department of Parks and Recreation 12,992 34,045 51,175 33,575 14,557 12,520 158,864 2.6%

Department of Motor Vehicles 13,404 7,600 0 0 0 0 21,004 2.6%

Department of Public Works 11,928 11,195 6,420 6,275 7,635 7,800 51,253 2.4%

Fire and Emergency Medical Services 11,519 11,852 31,066 24,368 17,850 17,200 113,855 2.3%

Dept. of Consumer And Regulatory Affairs 9,195 7,750 7,750 7,750 7,750 7,750 47,945 1.8%

Metropolitan Police Department 5,900 7,450 10,800 5,200 5,200 5,200 39,750 1.2%

Department of Mental Health 2,000 2,500 500 0 0 0 5,000 0.4%

Dept. of Housing and Comm. Development 3,875 8,750 7,450 1,000 3,850 2,350 27,275 0.8%

University of the District of Columbia 3,300 5,800 13,370 8,800 0 0 31,270 0.7%

Department of Corrections 3,090 2,300 5,299 5,150 7,482 220 23,541 0.6%

Department of Human Services 3,000 5,849 5,500 0 0 0 14,349 0.6%

Commission on Arts & Humanities 2,500 2,500 2,500 2,700 2,700 2,700 15,600 0.5%

Office of Municipal Planning 2,122 2,122 2,122 2,122 2,122 2,122 12,735 0.4%

Office of the Chief Financial Officer 2,100 5,200 10,200 11,200 11,200 3,200 43,100 0.4%

Office of the City Administrator 497 0 1,000 1,000 0 0 2,497 0.1%

Office of the Chief Medical Examiner 0 1,700 0 0 0 0 1,700 0.0%

SSuubbttoottaall,,  NNeeww  AAlllloottmmeennttss 550077,,337711  553399,,776699  554466,,556688  449922,,997755  448888,,226622  446644,,881199  33,,003399,,776644  110000..00%%

UUsseess::  PPllaannnneedd  SSppeennddiinngg  ffrroomm  PPrriioorr--YYeeaarr  AAlllloottmmeennttss 148,929 0 0 0 0 0 148,929

TToottaall,,  UUsseess 665566,,330000  553399,,776699  554466,,556688  449922,,997755  448888,,226622  446644,,881199  33,,118888,,669933  
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the first year of the contract and to borrow $64 million
against the revenue stream for FY 2007 and beyond.

New Communities:The Mayor proposes to issue $75
million of revenue bonds in FY 2006 and another $75
million in FY 2007 for a major investment in the
Northwest One community, which includes the Sursum
Corda public housing development and surrounding
areas, as part of the New Communities initiative.  To pay
the debt service on these bonds, funds will be transferred
from the Housing Production Trust Fund (HPTF),
which is funded by dedicated revenue (from deed recor-
dation and deed transfer taxes).  The District received
$60 million of budget authority in the FY 2006 budget
for this project through securitization of the HPTF rev-
enues, but the securitization has not yet taken place.
The Mayor is requesting an additional $90 million of
budget authority in FY 2007 to bring the total to $150
million, the amount estimated to be financed by $12
million of transfers annually from the HPTF for debt
service.  Use of $6 million of HPTF revenue annually
for debt service is currently authorized, and this is the
anticipated debt service level for FY 2007.  Depending
on the timing of the project, the Mayor will seek author-
ity to use another $6 million annually, which will allow
a total of $12 million to be paid starting in FY 2008.

Baseball Stadium: The District received $534.8 mil-
lion of budget authority in the FY 2006 budget to build
the baseball stadium, and in an FY 2005 supplemental
appropriation, it also received $33.0 million of authori-
ty to spend revenues collected that year.  Thus, total cur-
rent budget authority for the project is $567.8 million.  

The total cost is now projected to be $630.8 million
(of which the District will contribute $610.8 million
and Major League Baseball will contribute $20.0 mil-
lion.)  The Mayor is requesting $63.0 million of budget
authority in FY 2007, to bring the total project budget
authority to $630.8 million.  See the Special Study chap-
ter on Baseball in the District of Columbia for more
information on the project and its financing.

New Mental Health Hospital: The District is borrow-
ing $200 million in FY 2006 for a new mental health
hospital by issuing COPs.  The issuance is combined
with the COPs for the DMV building, as described ear-
lier.  Authority for this $200 million was provided by
Congress in the FY 2006 appropriation.  It does not
appear in the FY 2006 capital budget book, but
Congress added to the requested capital appropriation
amount when it passed the District’s budget.

National Capital Medical Center: The Mayor pro-

poses to use revenues from the District’s settlement with
major tobacco companies to back debt service on bor-
rowing in FY 2006 for the National Capital Medical
Center.  This new hospital would be built by the District
and Howard University and operated by Howard.

Finally, the District's Department of Transportation
uses the following sources to fund its capital projects:
■ Rights-of-way funds, for Local Street Maintenance

Fund projects;
■ Parking tax revenue (50 percent), for Local Street

Maintenance Fund projects;
■ Federal Highway Administration grants, for

Highway Trust Fund projects; and
■ Dedicated motor fuel tax revenues, for Highway

Trust Fund projects (provides the local match for the
Federal Highway Administration grants).
Projects in the Local Street Maintenance Fund and

the Highway Trust Fund are detailed in a separate
Highway Trust Fund budget document that will be
published with the budget that is transmitted to
Congress in June 2006.

FFuuttuurree  PPrroojjeeccttss
Borrowing for the following projects is planned for FY
2008 or later years:

East Washington traffic initiative: In the FY 2006
budget, the District received $230 million of budget
authority for this project, the major components of
which are the rebuilding of the 11th Street and Sousa
(Pennsylvania Avenue) bridges.  Parking tax revenue (50
percent of the revenue) supports this project, and feder-
al funds are also anticipated to support this project.  A
large borrowing is anticipated in FY 2008, with debt ser-
vice to be paid by the parking tax revenue stream.

Consolidated Laboratory Facility: The District is
building a new consolidated laboratory that will be used
by the Metropolitan Police Department, the
Department of Health, and the Office of the Chief
Medical Examiner.  Both the District and the federal
government have begun financing this project, and
planning is well underway.  In FY 2008, the Mayor pro-
poses undertaking a large G.O. bond issuance for this
project, and the District will also seek additional federal
funding.

New Central Library: The Mayor proposes a new
central library to be built on the site of the old conven-
tion center.  The proposal is to borrow using tax incre-
ment financing and a bond backed by a payment-in-lieu
of taxes, and also to use revenues from a long-term lease-
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payment for the site of the current central library.
Table 4-4 shows expected borrowing amounts for

FYs 2007 through 2009 for these projects. 

SShhoorrttffaallll  iinn  tthhee  GGeenneerraall  CCaappiittaall
IImmpprroovveemmeennttss  FFuunndd
For the past five fiscal years, the District's
Comprehensive Annual Financial Report (CAFR) has
shown a shortfall in the General Capital Improvements
fund (the "capital fund") (see table 4-5).  The shortfall
was about $246 million at the end of FY 2005.  This
means that capital expenditures have exceeded financing
sources by that amount on a cumulative basis, and the
District's General Fund has advanced funds to the capi-
tal fund to cover the expenditures.

Until a few years ago, agencies had been slow to
spend capital dollars, resulting in the District's paying
interest on borrowed funds that then sat idle earning
lower interest rates in District bank accounts.  The
District instituted a policy to delay borrowing until
funds were needed for expenditures.  At the same time,
agencies were pushed to begin spending budgeted capi-
tal dollars.  The General Fund paid for capital expendi-
tures up front and was reimbursed after bonds were
issued.  While these policies have had the beneficial
effect of lowering debt service costs in the operating
budget, the shortfall must be kept within limits, or the
General Fund may encounter cash flow problems.

The capital fund commingles a wide variety of
expenditures and financing sources.  All District capital

expenditures other than those in the local Highway
Trust Fund and the Ballpark Revenue Fund (for the
baseball stadium) are recorded in the capital fund.
Financing sources for the capital fund are primarily
G.O. bonds but also include other types of borrowings,
federal grants, and other sources.  The District is taking
steps to isolate the G.O. bond financed portion of the
capital fund from the other funding sources, to deter-
mine the portion of the fund's shortfall that is attribut-
able to G.O. bond financed projects.

To manage and reduce the fund's shortfall, the
District is taking several steps:
■ In FY 2006, $54 million was appropriated to trans-

fer resources from the General Fund to the capital
fund, to directly reduce the shortfall.

■ In addition, the District will manage capital expen-
ditures so that they remain below financing sources
in each year.  This can be difficult, because while
agencies receive new spendable budgets (allotments)
each year, they may also spend against prior-year
allotments that have not yet been exhausted.  Thus,
agencies must manage against a spending target that
is usually lower than the budget authortity that they
currently have.

■ Finally, the Mayor’s proposed FY 2007-2012 capital
budget proposes borrowing $450 million but apply-
ing only $400 milion to new capital expenditures, so
that $50 million can be used for deficit reduction.
For this reason, while financing sources in FY 2007

total $656 million, the District's proposed capital bud-

Table 4-4
Proposed Borrowing, FY 2007 Through FY 2009
(Dollars in thousands)

SSoouurrccee FFYY 22000077 FFYY 22000088 FFYY 22000099

G.O. bonds, general, including deficit reduction 450,000 461,424 461,638

G.O. bonds for Schools Modernization 60,000 90,000 0

G.O. bonds for Government Center buildings 200,000 0 0

G.O. bonds for Great Streets (debt service backed by bus shelter revenue) 64,000 0 0

Revenue bonds for New Communities (debt service backed by Housing Prod. T.F. revenue) 75,000 75,000 0

G.O. bonds for East Washington traffic initiative (debt service backed by parking tax revenue) 0 230,000 0

G.O. bonds for Consolidated Laboratory Facility (1) 0 75,000 75,000

New Central Library (debt service backed by funds from lease or sale) 0 TBD TBD

(1) $5 million of FY 2007 borrowing for Consolidated Laboratory Facility is included in G.O. bond total on first row.

General notes:
All amounts and methods of borrowing are subject to change depending on status of projects and market conditions.
Borrowing for 95 M St. SW, baseball stadium, new mental health hospital, and National Capital Medical Center to take place during FY 2006.
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get includes new allotments of only $507 million.  This
will allow $149 million of expenditures against unspent
prior-year allotments.  The Mayor, the Council, and the
Chief Financial Officer will continue to work to reduce
the shortfall in the capital fund over the next four years.

Table 4-5
Fund Balance in the General Capital
Improvements Fund, FY 1998-FY 2005
(Dollars in millions)

PPoossiittiivvee  //  ((NNeeggaattiivvee))
FFiissccaall  YYeeaarr FFuunndd  BBaallaannccee

1998 224.0

1999 387.5

2000 458.4

2001 (57.9)

2002 (389.5)

2003 (141.8)

2004 (250.2)

2005 (246.4)




